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EXECUTIVE SUMMARY 
 
Despite the extensive research undertaken in the subject area of services 
marketing, much is still unknown to service providers of specific services in terms 
of firm-client relationships and how customer retention rates can be increased. 
This study attempts to address this limitation. The study revolves around the 
relationship marketing and customer retention of banks in South Africa, Canada 
and the United Kingdom (UK). 
 
Service firms, including banks, are vitally important to the economy of any 
country as they contribute to its Gross Domestic Product (GDP) (for example a 
74% contribution in South Africa) and its employment rate. However, to survive in 
a complex, competitive business environment, service firms are required to focus 
on their clients’ needs. Banks can focus on their relationships with clients and 
measure their institutions’ success by considering their customer retention rates. 
When considering firm-client relationships and customer retention rates, it is 
important to gather and link the viewpoints of both clients and managers in order 
to ensure that firms perform according to clients’ needs. 
 
In order to establish the influence of selected variables on the relationship 
marketing and customer retention of banks, from the perspectives of both 
banking clients and managers, an empirical investigation was conducted. The 
primary aim of this study was to quantify significant relationships among selected 
variables; therefore the positivistic research paradigm was used. In addition, in 
xix 
 
designing the measuring instruments for the empirical investigation, the 
phenomenological paradigm was used. Thus, in order to use multiple sources of 
data, the strategy of methodological triangulation was adopted for this study. The 
samples consisted of banking clients and bank managers in South Africa, 
Canada and the UK.   
 
The empirical investigation conducted among banking clients revealed that 
significant positive relationships exist between six of the seven identified 
independent variables, namely communication, personalisation, empowerment, 
ethics, fees and technology, and banks’ relationship marketing. These 
relationships imply that, according to banking clients, if each of these aspects in 
banks improves, bank-client relationships would improve. The empirical 
investigation conducted among bank managers showed that managers only 
regard communication and fees as influencers of relationship marketing in banks. 
This result clearly indicated a difference in the viewpoints of banking clients and 
bank managers. In addition, the empirical investigation revealed that relationship 
marketing positively influences the customer retention of banks. This relationship 
implies that if a bank successfully maintains relationships with its clients, the 
bank’s customer retention rates will increase.  
 
Additionally, the empirical investigation revealed that the population group, 
education level and country of residence of banking client respondents exerted 
an influence on the perceptions clients have regarding banks’ relationship 
xx 
 
marketing and customer retention levels. If banking clients are African or are not 
educated with a qualification beyond secondary school level or are from Canada, 
they consider the relationship marketing of a bank to be more important and are 
more likely to be retained by banks. Generally, the study indicated that Canadian 
banking clients are more positive regarding the empowerment strategies and 
personalisation efforts of Canadian banks than South Africans are about those of 
South African banks. In addition, banking clients in the UK are more satisfied with 
the communication, fees and use of technology of UK banks than South Africans 
are about these aspects in South African banks.  
 
The study indicated that strategies to improve banks’ communication, 
personalisation, empowerment, ethics, fees and technology should be 
implemented by banks in ways to positively influence their relationship marketing 
and ultimately their customer retention. Strategies relating to each of these 
areas, successfully implemented by banks in Canada and the UK, are 
recommended to South African banks. In effect, these strategies will contribute to 
retail banks’ success, the competiveness in the banking industry, banking client 
benefits as well as the economic stability and prosperity of South Africa.  
 
KEY TERMS 
 
banks; relationship marketing; customer retention; communication; 
knowledgeability; personalisation; empowerment; ethics; fees; and technology. 
 
 
CHAPTER ONE 
INTRODUCTION AND SCOPE OF THE STUDY 
 
1.1 INTRODUCTION AND BACKGROUND TO THE RESEARCH 
The 1990s witnessed a multiplication of service industries in many countries 
(McDonald & Leppard 1990:3). This growth in the service sector persisted to the 
extent that service industries now have a major impact on national economies 
(Baker 2003:586). Bruhn and Georgi (2006:11) state that services account for the 
greatest part of the economies in developed countries. This pattern is also 
evident in South Africa as the contribution of the service sector to the country‟s 
Gross Domestic Product (GDP) has increased from 45.6% (1980) to 65.9% 
(2000) to a very high 74% (2008) (Appel 2008 and South Africa 2003). Service 
industries are expected to continue to develop and grow at an accelerated pace 
in the future.  
 
As the service sector is making an increasingly significant contribution to the 
modern economy, clients reap the benefits of greater choice and easy 
availability. Because of this trend and the steady inflow of service firm 
competitors, these service firms operate in an increasingly complex, competitive 
business environment. The resultant fierce competition as well as the challenges 
posed by the ever-changing modern business world are forcing service firms to 
review and often dramatically adapt their management styles and business 
practices (Teare, Moutinho & Morgan 1990:1). Baker (2003:586) confirms that 
 2 
the growth in the service sector has seen it become much more competitive, 
which dramatically transformed the management and marketing activities within 
the sector. The focus is increasingly on appropriate, well-researched and even 
aggressive marketing to ensure service firms‟ survival in the face of fierce 
competition.  
 
Traditionally, superior marketing and customer service were viewed as providing 
the right product in the right place and at the right time, i.e. the focus was on 
distribution and logistics. However, a new vision of marketing and customer 
service has emerged, in terms of which the focus is on the customer or client and 
on their needs and preferences (Christopher, Payne & Ballantyne 1993:5). 
According to Bosch, Tait and Venter (2006:442) marketers must now focus on 
consumer needs and values and the design and supply of products and services 
to satisfy them. This constitutes a much more complex and multifaceted 
approach, i.e. investigating consumer needs; building relationships with 
consumers and potential consumers; and satisfying consumer needs. In 
essence, a firm has to listen to its current and potential consumers and has to 
build relationships with them (Peppard 2000 and Duhan, Johnson, Wilcox & 
Harrell 1997:283). The needs and perceptions of the clients of a service firm 
must therefore be examined so that the service delivery can be adapted and 
improved to meet their requirements. In other words, service firms need to build 
relationships with their clients in order to gather knowledge regarding their needs 
and to be able to sufficiently adapt the firm‟s service delivery to satisfy their 
 3 
clients‟ needs. Service firms need to satisfy their clients‟ needs and continuously 
focus on satisfying these needs in order for the firms to keep their clients and 
obtain the benefits resulting from retained clients.  
  
Clients can be retained through sufficient relationship marketing strategies that 
lead to higher customer retention levels. Banks, operating in the service sector, 
will be more successful if these institutions focus on their relationships with 
clients with the purpose of keeping these clients. 
 
In paragraphs 1.2.2 and 1.2.3 of this chapter, the concepts relationship marketing 
and customer retention will be discussed. At this stage, it will suffice to describe 
relationship marketing as a business strategy employed by firms to build and 
maintain meaningful, mutually beneficial, long-term relationships with profitable 
clients. Customer retention can be described as the rate at which a firm keeps or 
retains its profitable clients, in other words, their clients do not switch to 
competitors who provide similar products and services. 
 
1.2 THEORETICAL FRAMEWORK 
A thorough literature review was conducted to provide a theoretical basis for the 
study. In this section the background to the study will be presented along with 
explanations of relationship marketing, customer retention and a description of 
the South African, Canadian and United Kingdom (UK) banking industries.  
 
 4 
1.2.1 DIFFERENTIATING BETWEEN CONSUMERS, CUSTOMERS AND CLIENTS 
Before highlighting the scope of the study, it is important to differentiate between 
the concepts consumers, customers and clients. The three concepts, consumer, 
customer and client, have been identified in referring to the target market of any 
firm. No precise differentiation between the concepts of consumer and customer 
has been made (Gray 2007:66). Many authors use the concepts consumer and 
customer interchangeably without offering an explanation why one concept is 
preferred to the other in a particular context. Additionally, the concepts customer 
and client are used interchangeably by some authors.  
 
It is important to note that relationship marketing is a widely used concept. 
Relationship marketing does not only refer to the management of the 
relationships a producer and/or marketer of physical products have with 
customers, but is also applicable to the management of a service firm‟s 
relationships with its clients. In addition, customer retention refers to the fact that 
firms, including firms providing physical products and firms providing services, 
maintain their existing consumers. Therefore, for the purpose or this study, the 
concept consumer is used to describe a person in the context where services, 
and particularly banking services, are referred to in broader or more global terms. 
Secondly, the narrower concept customer refers to a person who purchases a 
particular physical product, and therefore this concept will not be used in this 
study focusing on banking services. Thirdly, a client refers to a person making 
use of a service, particularly in this study, the services of a retail bank.  
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Following this discussion, for the purpose of this study, the concept clients will be 
used from now onwards as this study investigates the relationships between 
service providers and the users of their services. As no physical product is 
evident, the concept clients will be used when referring to the users of banks‟ 
services. 
 
1.2.2 RELATIONSHIP MARKETING IN PERSPECTIVE 
According to Kotler (2000), building relationships with clients help marketers to 
better understand and satisfy clients. The shift away from the transaction-based 
view of marketing has focused attention on the benefits of managing customer 
relationships (Grönroos 1989). Many firms believe that long-term success not 
only depends on customer acquisition, but also on customer retention (Brink & 
Berndt 2008:7). Through proper methods of customer acquisition and successful 
customer retention strategies, firms can be assured of clients‟ support and this 
leads to profits. By developing customer retention it seems that continuous sales 
can be achieved from existing clients over the period of their relationships with 
the firm (Brink & Berndt 2008:7). 
 
The above mentioned perception is especially significant in financial services 
where the combination of product complexity and intangibility (for example a 
banking service) has tended to emphasise the importance of the service 
provider-client relationship (Meadows & Dibb 1998 and Berry 1996). Swartz and 
Iacobucci (2000:96) state that in recent years much focus in marketing (of 
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tangible products as well as of services) was on the concept of developing 
relationships with consumers. Law, Lau and Wong (2003:55) indicate that many 
financial service providers have transformed their firms and implemented or 
improved their policies in order to strengthen their relationships with clients. 
Howcroft, Hewer and Durkin (2003) state that because of the nature of the 
financial industry‟s complicated, risky products and services of a long-term 
nature, clients are in a high involvement relationship with their financial service 
providers. In addition, customer relationships are researched in financial services 
in many countries, for example, Ireland (Loughlin & Szmigin 2006), India, Greece 
(Blery & Michalakopoulos 2006), the UK (Ashton & Pressey 2004 and Dibb & 
Meadows 2004), Canada (Khirallah 2001) and South Africa (Ackermann & Van 
Ravesteyn 2005 and Berndt, Herbst & Roux 2004), to mention a few. 
 
Following the discussion above, the question arises: If relationship marketing is 
imperative, specifically in the financial services industry, how can relationship 
marketing be defined? Since the inception of the relationship marketing concept 
in the marketing field, relationship marketing was defined as attracting, 
maintaining and enhancing customer relationships (Berry, L.L. 1983 IN Berry, 
Shostack & Upsay 1983:25-28). While recognising that customer acquisition was, 
and would remain, part of a marketer‟s responsibilities, this viewpoint 
emphasised that a relationship view of marketing implied that customer 
development and retention were more important to the firm in the longer term 
than customer acquisition.  
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Based on the discussion above and as will be detailed in the next chapter, for the 
purpose of this study, relationship marketing will be defined as a core strategy 
used by firms to establish, maintain and enhance profitable relationships with 
clients, while ensuring benefits for both the firm and its clients.  
 
1.2.3 CUSTOMER RETENTION IN PERSPECTIVE 
 In the sections above, the concept customer retention was used and therefore it 
is important to define customer retention before fully elaborating on the scope of 
this study.  
 
Customer retention refers to a firm‟s “zero defections” of profitable consumers or 
no switches from profitable consumers to competitors (Reichheld 1996). Menon 
and O‟Connor (2007:157) define customer retention as the longevity of a 
consumer‟s relationship with a product and/or service providing firm. As will be 
seen in the next chapter, customer retention may lead to many benefits for a firm 
such as cost savings (it is less expensive to serve existing clients than it is to 
attract and serve “new” clients), word-of-mouth recommendations and an 
increase in revenue.  
 
Based on the discussion above, for the purpose of this study, customer retention 
will refer to a firm‟s rate at which it keeps or maintains its existing client base.  
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As mentioned above, this study focuses on the relationship marketing and 
customer retention of international banks, and therefore the following section will 
provide a detailed discussion on banks in South Africa, Canada and the UK. 
 
1.2.4 BANKING INDUSTRIES  
South African, Canadian and UK banks will be investigated in the empirical 
research of this study. In order to improve the relationship marketing and client 
retention rates of the four major banking groups in South Africa, the perceptions 
of banking clients and bank managers in South Africa, Canada and the UK will 
be considered. Specifically, the banks in Canada will be investigated as these 
institutions are known for their successful relationship marketing practices. The 
banks in the UK will be considered because of their close relationships with 
South African banks. The banking industries in South Africa, Canada and the UK 
are briefly discussed in the sections below. 
 
(a) The banking industry of South Africa 
In a speech the South African Registrar of Banks stated that “…financial stability 
serves as a precondition for the growth of the economy of any country” (Kemp 
2002:2). Being the custodians of the savings of communities, it follows that it is of 
utmost importance that the banks of a country are financially stable and are 
growing.  
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The first bank in South Africa was First National Bank (FNB) that started trading 
as the Eastern Province Bank in 1838. FNB now trades as a division of FirstRand 
Bank Limited. (First National Bank 2007). The South African retail banking 
industry consists of a few large, financially strong banks and of a number of 
smaller banks. Many foreign banks are operational in South Africa, and the 
Banks Act is based on similar legislation as in the UK, Australia and Canada 
(South Africa‟s financial sector 2008). At the end of 2007, 33 banks were 
registered with the Office of the Registrar of Banks. A further 46 foreign banks 
had authorised representative offices in South Africa. The banking industry 
represents many employees because at the end of 2007, 139 149 people were 
employed in the banking industry. (South Africa Yearbook 2008/09:229-230). The 
South African banking industry is dominated by five major banking groups, 
namely Amalgamated Banks of South Africa Group Limited (ABSA), FirstRand 
Holdings Limited (FNB), Nedcor Limited (Nedbank), Standard Bank Investment 
Corporation Limited (Standard Bank) and African Bank (De Wee 2009). 
However, for the purpose of this study, only the four largest banking groups 
(ABSA, FNB, Nedbank and Standard Bank) will be investigated as these four 
groups together control 84% of South Africa‟s banking market (South African 
Reserve Bank 2008:55). 
 
According to KPMG‟s 2002 banking survey, changes in the South African 
banking industry over the past decade resulted in a banking system that is 
relatively well developed with excellent regulatory, legal and accounting 
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infrastructures (Kemp 2002). The 2008 press release by FinScope revealed that 
the sophisticated South African banking industry is allowing the country to 
become a more financial inclusive society (Banking comes to more people 2008). 
This is supported by Van den Berg (2009) who states that the South African 
banking industry is well developed and properly regulated by the South African 
Reserve Bank (SARB). There are, however, a number of challenges this industry 
will have to face in the future and banks will have to consider these challenges if 
they want to survive. Metcalfe (2003) indicates that the retail banking industry in 
South Africa is a complex and competitive environment. 
 
The South African banking industry will likely confront many challenges in the 
future, and these will include, among others, devaluations of South African bank 
shares (Duncan 2008); initiatives directed at low-income housing (Banks face 
year of tough challenges 2004 and South African Banking Industry 2004); 
competition for the large un-banked segment of the population; and various 
stakeholders questioning their fee structures. Duncan (2008) adds that the main 
problems for South African banks include over-indebted clients, high inflation and 
interest rates, and slower economic growth.   
 
Major devaluations in South African banking and financial shares occurred at the 
end of 2008. These devaluations may have been attributed to the global 
recession, which arguably resulted from questionable banking practices. 
According to Van den Berg (2009), the JSE Banking index was recently (late 
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2008 – early 2009) performing poorer than the JSE All Share Index as other 
industries, such as mining, performed better than the banking industry. The 
banking industry performs poorer than some other industries because investors 
are rather investing funds in gold, platinum and other resources. 
 
A significant percentage of the South African population does not have access to 
banking facilities. In 2004, Da Costa (2004) indicated that approximately 67% of 
the population has no exposure to the banking environment. This percentage 
bettered slightly as FinScope‟s 2009 survey showed that 60% of South Africa‟s 
adult population are banking clients (Finscope South Africa 2009). However, this 
implies that a significant 40% of the adult population is still un-banked. 
Considering this, there exists a market opportunity for banking groups to serve 
the un-banked segment of the South African population.  
 
Banks are primarily funded with the deposits of clients. However, since 2002 the 
personal savings of South Africans are at an all-time low, placing banks under 
pressure for the competition of the decreasing savings. Individuals saved 
approximately 6% of their disposable income with banks in 1993, but only 0.5% 
in 2002 (Kemp 2002). This figure has declined even more with household saving 
as a percentage of disposable income decreased to an average of 0.28% 
between 2005 and 2008 (Nene 2009). One of the reasons for this phenomenon 
is a rise in the use of unit trusts as an alternative to conventional saving 
accounts. This might indicate that the banks compete with the unit trust market 
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for the saving money of clients. In an interview, the head of fixed interest at Old 
Mutual Asset Managers stated that government retail bonds also provide external 
competition to banks (Mnyanda 2004). In 2009, government retail bonds still 
provide significant competition to South African banks for the savings of the 
population. Laing (2009) emphasises that saving with the government through 
retail bonds is a safer (less risk) and more rewarding (higher return) method of 
saving than investments at the bank. Since 2007 savings through government 
retail bonds has also become more convenient, with these bonds available at 
PicknPay stores countrywide (Mangxamba 2007). The lower investment risk, 
higher returns and convenience of government retails bonds thus pose a threat 
to banks attempting to acquire the savings of the population. 
 
Generally, higher inflation and interest rates decrease clients‟ savings (and also 
banks‟ funds), as this decrease the levels of disposable income of clients and 
thus lower their available money for saving purposes. The inflation rate of South 
Africa was at a high 8.6% and the prime interest rate at 11% in June 2009. 
Because of these inflation and interest rates, and the reasons described above, 
clients are often over-indebted and cannot save with the use of banking services. 
It is possible that the savings level of South Africans will improve as both the 
inflation and interest rates have decreased over the last year to 4.60% and 
6.50% respectively, as at July 2010 (South African Inflation Rate 2010).   
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In June 2008, the South African banking industry came under scrutiny as the 
Competition Commission commenced with the investigation on the fairness of 
the fees charged by banks to their clients (Mittner 2008b:8 and South African 
Reserve Bank 2008:56). The major banks in the country are under enormous 
pressure to explain and motivate the high fees charged to clients. 
 
Further to the above, other problems experienced by banks are the requirement 
of adequate liquidity management; the necessity for banks to adapt to the 
increasing sophistication of the financial services industry; competition from other 
non-banking entities; globalisation of the local banking industry; and the trend of 
mergers and acquisitions among banking institutions (Cameron 2003:2).  
 
The profitability of local banks is regarded as “good”, but it is not at the same 
level as in some other developing markets. The South African banking industry 
serves a market that is relatively small when compared to international banking 
industries. The profitability of South African banks improved from 4.6% in 2002 to 
only 9.8% in 2003 (South African Reserve Bank 2004:12). The latest statistics 
show that South African banks report profit margins for their retail banking 
sections between 10% and 20% (Metcalfe 2009:41). Metcalfe (2009:8) also state 
that South African banks‟ profitability has slightly been negatively affected 
(decrease slightly) over the past few years. 
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In this ever-increasingly competitive, complex and challenging business 
environment, banks need to ensure they retain their current, profitable clients 
(increase customer retention) in order to survive. This is only possible if the 
banks are determined to attract and retain clients. Support and loyalty from 
clients are ensured through acceptable customer service; the banking industry is 
one of the most competitive industries as far as customer service is concerned 
(Banking 2004). Clients are faced with an array of financial services, expect 
customised offerings, value, ease of access and personalisation from their 
financial service providers. These market forces lead to one overwhelming 
strategic imperative, namely a customer-focused strategy. The success of a 
firm‟s business model depends on the firm‟s ability to build and sustain long-term 
and profitable relationships with its clients (Sweeney & Swait 2008:179 and 
Customer relationship management 2004). It is a well established fact, as has 
been motivated in the sections above, that the best customer service can be 
rendered through the implementation of relevant relationship marketing 
strategies that ensures customer retention. 
 
Therefore, it is evident that relationship marketing and customer retention should 
be investigated in South African banks. The specific focus should be on 
investigating international banks in terms of relationship marketing and customer 
retention, in order to adopt successful relationship marketing and customer 
retention strategies in South African banks. 
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(b) The banking industry of Canada 
 The first Canadian bank was opened in 1817 and since then the banking industry 
has become a major contributor to economic development and job creation as it 
plays a key role in supporting the growth of the country (Canada‟s Banks 2002). 
Since 2002, the Canadian banking industry includes 14 local banks, 33 foreign 
bank subsidiaries and 20 foreign bank branches. These banks operate through 
extensive networks with over 8 000 branches and nearly 18 000 automated 
banking machines (ABMs) across the country (Canada‟s Banks 2002). This high 
figure of ABMs means that Canada has the highest number of ABMs per capita 
in the world and has the highest penetration levels of electronic channels 
including debit cards, Internet banking and telephone banking (Canada‟s Banks 
2002). According to the article Canada‟s Banks (2002), the Canadian banking 
system is mature, sophisticated and, as expected, highly competitive.  
 
However, after record-breaking earnings in 2006, the financial performance of 
Canadian banks has been negatively impacted by changes in the worldwide 
economy. Canada‟s banks experienced slower growth in 2007 with the combined 
net income of the six largest Canadian banks being $19.5 billion (approximately 
R141 billion) in 2007, showing only a 2.2% increase over 2006. This figure, 
however, is in sharp contrast with the 50% increase in 2006 (Canadian Banks 
2008:2).  
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It is evident that the banks in Canada face many challenges, including, among 
others, the effects of the changing global economy, as discussed above; 
environmental changes; the banking of the increasing number of immigrants; 
new accounting policies; and the exploitation of growth opportunities.  
 
 The Canadian Banks 2008 report (2008:6) states that Canadian banks also face 
the challenge of becoming more actively involved in environmental product and 
service opportunities in order to harness public awareness of environmental 
issues and to position themselves for pending climate change regulation.  
 
 In addition, Canadian banks are faced with the challenge of competing for the 
opportunity to provide banking products and services for the approximately     
240 000 new immigrants each year (Canadian Banks 2008:14). This also adds 
the challenge of marketing banking products and services to different cultures. 
 
Another challenge Canadian banks are facing is the fact that Canadian banks 
need to adapt to the new International Financial Reporting Standards (IFRS) 
before 2012 (Canadian Banks 2008:22-23). Banks will have accounting policy 
choices as they enter the transition to the IFRS. The transition from the current 
Canadian Generally Accepted Accounting Principles (GAAP) to the IFRS will 
result in differences in accounting measurement and presentation. 
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 Canadian banks have been restricted with regards to increasing their size to the 
size of international banks. Major Canadian merger proposals have been 
unveiled and Canadian banks have increased their size by investing through 
acquisitions of banks outside of Canada. However, Canadian banks are still 
small compared to their global counterparts: The largest bank in Canada, the 
Royal Bank of Canada (RBC), is a third of the size of the third largest global bank 
which is HSBC in the UK (Canadian Banks 2008:3 and World‟s 10 biggest banks 
2008).  
 
As Canadian banks are mainly growing through international mergers and 
acquisitions, they need to be aware of the global markets that are becoming 
more competitive. Therefore, it is evident that in order to remain competitive, 
Canadian banks need to focus on serving their clients better.  
 
PricewaterhouseCoopers indicated in their annual Canadian Banks report of 
2008 (2008:9-20) that Canadian banks need to focus on the principle of a more 
client-centric culture, meaning that banks need to select the most appropriate 
business process and control for each client‟s situation and to ensure that they 
service clients in a consistent and positive way across all points of contact. The 
Canadian Banks report (2008:9-20) goes further to state that banks need to truly 
understand their clients, develop unique marketing strategies for different market 
segments, tailor banking products and services, and create total positive client 
experiences. All of these recommendations can be regarded as relationship 
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marketing strategies to be implemented that could lead to higher customer 
retention (as all these strategies relate to the bank-client relationship). It is 
evident that relationship marketing and customer retention should be investigated 
in Canadian banks. 
 
Some Canadian banks are regarded as leaders in successful relationship 
marketing strategies and their implementation. The RBC has many successful 
relationship marketing stories since 1997 (Ptak 2001:38) and is the country‟s 
largest bank. Specifically, Ptak (2001:40) mentions that the RBC‟s success with 
relationship marketing lies in that it reflects a balance between technology, 
people and processes. The RBC serves over 10 million individual and business 
clients worldwide and has the leading market share in deposit accounts and 
loans in Canada. The bank operates with more than 1 300 branches, 4 500 
ABMs and 88 000 point-of-sale terminals (Khirallah 2001:2).  
 
 As motivated above, the RBC was selected for this study because of its sufficient 
and successful implementation of several relationship marketing strategies. It will 
be useful to compare South African banks to the RBC in terms of relationship 
marketing and customer retention, in order to identify valuable strategies to 
implement in South African banks to better serve clients. 
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(c) The banking industry of the United Kingdom   
 According to Ennew and Binks (1996b:222), the UK banking industry is 
dominated by a small number of large banks providing retail and corporate 
services both nationally and internationally. Figueira, Nellis and Parker (2007:38) 
state that the UK banking industry is often regarded as one of the most efficient 
and competitive industries in Europe. 
 
However, the UK banking environment also changed during the recent years 
(2007-2009). Similar to any other country, the banking services industry of the 
UK depends on the state of the world markets, specifically the markets in the 
United States of America (USA). At the end of January 2009 economic statistics 
showed that Britain was officially in a recession (Ferreira 2009:24). In order to 
substantiate these claims, it should be noted that the British Royal Bank of 
Scotland (RBS) announced a loss of £28 milliard (approximately R336 milliard) in 
2008 and a sudden decrease of 60% in their share price in early 2009 (Ferreira 
2009:24). Overall, the British economy showed a mere 0.3% growth in the third 
quarter of 2008 (Visser 2008). This slow-down in economic growth influenced the 
UK banks. 
 
Because the UK banks were struggling, the UK government provided a £50 
billion (approximately R642 billion) rescue package for the banking industry in the 
country (UK – Government provides financial support to banking industry 2008). 
The Government will receive equity stakes (preference shares) in exchange for 
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the funding it provides to banks and, in addition, the central Bank of England 
(BOE) made £200 billion (approximately R2 568 billion) available for short-term 
borrowing by banks. Barclays Bank, Lloyds TSB Bank and RBS are among the 
banks that confirmed their participation in the capital element of this measure 
(UK – Government provides financial support to banking industry 2008). The 
purpose of this measure is to help banking institutions meet their refinancing 
obligations. However, the major disadvantage is that although the financial 
support from the government will rescue UK banks, the national debt could 
increase with £1.5 trillion (approximately R18 trillion) (Kollewe 2009).  
 
According to Ferreira (2009:24), investors in London struggle with the idea of the 
regulation of banks and how this will fit in with capitalism. This situation is 
stemming from a plan presented by the British government to force banks to 
provide funds to firms and individuals. Deregulation in the UK financial services 
industry has lowered the barriers to entry in recent years, resulting in a more 
competitive environment, notably from parties external to the traditional banking 
sector. It costs UK banking clients little to switch to another bank, which means 
that providing a wide range of attractive products and services is no longer 
enough to guarantee their retention. UK retail banks now face the challenge to 
provide the high level of service that is expected, while still improving their 
profitability and market share. In order to achieve this, many UK banks are 
placing their trust in relationship marketing and customer relationship 
management (CRM) strategies. (Lakhani & Smith 2007:34). Shanmuganthan, 
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Dhaliwal, Stone and Foss (2003:49–50) also emphasise the stronger focus on 
CRM (the technological implementation of relationship marketing) evident in UK 
banks. Following the above section on the UK banking industry, it is evident that 
relationship marketing and customer retention should be further investigated in 
UK banks. 
 
As motivated above, Barclays Bank in the UK has been selected for this study 
because of its linkage with the largest South African retail bank, ABSA. Barclays 
Bank has 14 million clients in the UK alone (Barclays: Putting customers first 
2007) and controls 58.8% of ABSA in South Africa (Mittner 2009:26). It will be 
valuable to compare South African banks to Barclays Bank in terms of 
relationship marketing and customer retention. In addition the HSBC bank will be 
considered due to its relatively large size.  
 
1.3 PROBLEM STATEMENT, RESEARCH QUESTIONS, RESEARCH 
OBJECTIVES AND HYPOTHESES  
 Considering the brief backgrounds given of the three banking industries in the 
different countries and the importance of relationship marketing and customer 
retention, the following section will outline the problem statement, research 
questions, research objectives and hypotheses of the study.  
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1.3.1 PROBLEM STATEMENT 
As evident in the sections above, banking industries worldwide are very 
competitive and retail banks are facing many challenges in providing banking 
products and services to clients. Relationship marketing has been identified as a 
possible strategy for building and maintaining relationships with clients in order to 
improve banks‟ performances, and customer retention is important for banks as it 
refers to the maintaining of current, profitable banking clients. Therefore, this 
research addresses the need for a further understanding of relationship 
marketing and customer retention of banking institutions, as identified by banking 
clients and bank managers. 
 
Service firms can benefit from superior relationship marketing, because clients 
focus on the service aspect and interaction with the service provider when 
evaluating a service firm as there is no physical product involved. Through 
relationship marketing both banks and their clients can benefit: This has been 
proven in many successful relationship marketing case studies (as will be seen in 
later sections). Given the background, it is evident that banking institutions 
(including South African banks) need to be aware of the variables which 
influence their relationship marketing activities. This would assist these 
institutions in adapting the required variables to ensure sufficient and beneficial 
relationship marketing. 
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Given the pivotal role of relationship marketing in the positioning of banks, this 
research focuses on the variables influencing banks‟ relationship marketing from 
the viewpoints of both banking clients and bank managers. It is important for 
banks to align their bank managers‟ viewpoints of relationship marketing to that 
of their profitable clients. This is necessary in order to ensure the satisfaction of 
clients‟ banking needs. The study focuses on comparing the influence of the 
variables on the relationship marketing of banks in South Africa, Canada and the 
UK, both from the banking clients‟ and bank managers‟ perspectives. Through 
the international comparison, South African banks may learn from the 
relationship marketing strategies implemented by international retail banks.  
 
It was shown above that customer retention is also important to ensure the 
survival of banks and therefore this research focuses on identifying the 
relationship between banks‟ relationship marketing and customer retention from 
the viewpoints of both banking clients and bank managers. It is important for 
banks to align their bank managers‟ viewpoints with regard to customer retention 
to their profitable clients‟ viewpoints. This is necessary in order to ensure higher 
customer retention levels and larger, more regular purchases from profitable 
clients. The study focuses on investigating the influence of relationship marketing 
on the customer retention of banks in South Africa, Canada and the UK, both 
from the banking clients‟ and bank managers‟ perspectives. Through the 
international comparison, South African banks may identify successful customer 
retention strategies implemented by international retail banks.  
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More formally, the purpose of this study is to identify the independent variables 
that influence the degree of relationship marketing in banks (the intervening 
variable), from both the viewpoints of banking clients and bank managers. The 
intervening variable, relationship marketing, refers to the core strategy used by 
firms to establish, maintain and enhance profitable relationships with clients, 
while ensuring mutual benefits for firms and their clients. The influence of 
relationship marketing (the intervening variable) in banks on the customer 
retention (the dependent variable) of banks will also be investigated. The 
dependent variable, customer retention, refers to banks‟ ability to keep existing 
clients and to ensure that clients do not switch to competitors. 
 
As mentioned, service firm-client relationships are important as it can influence 
the satisfaction, support and retention of banking clients. In addition, a previous 
study has shown that there is a significant positive relationship between the client 
relationships of banks and their level of service quality (Rootman 2006). In other 
words, research have proven that better bank-client relationships can improve 
the overall service quality level of banks. Therefore, proper relationship 
marketing can ultimately ensure the survival of banks and the success of a 
country‟s economy. Additionally, it has been shown that customer retention can 
lead to various benefits for banks, including higher sales, higher profitability, 
lower costs of acquiring new clients and word-of mouth recommendations. All of 
these benefits can contribute to the survival of banks and ensure greater banking 
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success. Considering these reasons, it is important for a country‟s banks to 
ensure high levels of customer retention. 
 
Two conceptual models were constructed showing (a) the possible influence of 
the selected variables on relationship marketing, and the possible influence of 
relationship marketing on customer retention, from banking clients‟ perspectives; 
and (b) the possible influence of the selected variables on relationship marketing, 
and the possible influence of relationship marketing on customer retention, from 
bank managers‟ perspectives.   
 
The independent variables constitute a number of selected variables (seven), as 
identified in literature on relationship marketing and customer retention. These 
variables are communication, knowledgeability, empowerment, personalisation, 
ethics, fees and technology. Each variable‟s influence on banks‟ relationship 
marketing, from the perspectives of both banking clients and bank managers, 
was measured in an empirical investigation. Thereafter, the influence of 
relationship marketing on the customer retention of banks, from the perspectives 
of both banking clients and bank managers, was measured in the empirical 
investigation. 
 
1.3.2 CONTEXTUALISATION OF INDEPENDENT VARIABLES 
 Following extensive secondary research, the following variables were selected as 
independent variables for the study. In other words, the following variables were 
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used in the empirical investigation to test the two conceptual models. Thus, the 
influence of each independent variable on banks‟ relationship marketing, from 
both the perspectives of banking clients and bank managers, was measured. 
Each of the independent variables is described and contextualised in the 
following section.  
 
 Communication is the delivering of a message or information, through 
various means, from one individual or group to another (Joiner 1994:124). 
Bosch et al. (2006:543) define communication as the transfer of 
information between parties through symbols that ensure the exchanging 
and sharing of ideas, attitudes, opinions and facts. Communication is not 
only the sending and receiving of information per se; communication is the 
exchange of information by one party to another through the sharing of 
assumptions and perceptions while having the ability to interpret the other 
party‟s codes or methods of communication (Lages, Lages & Lages 2005). 
A firm would not be able to function without communication as 
management would not be able to convey important information to 
employees (downward communication), vis-à-vis (upward communication) 
or to clients (two-way communication). For the purpose of this study 
communication, in other words the degree of appropriate and sufficient 
communication from a bank (bank manager or bank employee) to clients 
and vis-à-vis was investigated.  
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Word-of-mouth communication was also included in this variable as word-
of-mouth communication refers to the referrals a firm receives because of 
personal communication about its products and services between target 
consumers and neighbours, friends, family and associates (Kotler & 
Armstrong 2001:524). Thus, for the purpose of this study word-of-mouth 
communication is a form of communication received by clients and 
potential clients through the perceptions of other banking clients, and was 
included in the communication variable.  
 
Another form of communication by a bank is specifically its complaint 
handling procedure (handling and solving of a complaint or grievance of a 
banking client) and therefore this aspect was also covered in the 
communication variable.  
 
Marketing communication is also regarded as a form of communication by 
firms that informs, persuades and reminds potential consumers of a 
product and/or service, in order to influence their decision to purchase. 
Marketing communication includes the degree of publicity and coverage 
obtained by the firm, as marketing communication is defined as the 
advertising, personal selling, sales promotion, public relations and direct-
marketing tools a firm uses to market its products and services (Elliott, R. 
2009 IN Boshoff & Du Plessis 2009:274-277 and Bosch et al. 2006:432). 
For the purpose of this study, marketing communication, referring to any 
 28 
means of communication by a bank to its broad range of target markets, 
was included in the communication variable. 
 
 Knowledgeability is the level of insight employees have regarding specific 
aspects; products and/or services; and the clients of a firm. Specifically, 
employees require formal academic knowledge and tacit knowledge in a 
particular field or position. Academic, theoretical knowledge refers to the 
ability to remember formulas and information. Tacit knowledge is more 
practical in nature and action orientated, and a person with extensive tacit 
knowledge knows “how to get things done” (Greenberg & Baron 
2000:118). For example, in a banking institution an employee‟s 
knowledgeability will depend on his/her insight into and ability to 
remember banking procedures, policies and products and services. 
Additionally, it will depend on his/her ability to practically implement 
banking procedures and perform duties regarding banking service delivery 
through the relevant banking systems. For this study, banking employees‟ 
knowledgeability regarding banking procedures, policies, products and 
services, as perceived by clients and bank managers, was investigated.   
 
 Empowerment is the action by firm leaders and managers to give 
employees authority to make decisions or take actions affecting the firm 
on their own (Longenecker, Moore, Petty & Palich 2006:362). Schreuder 
and Theron (2001:6) define empowerment as the strategy implemented by 
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a firm that gives employees more responsibility for decision-making and 
more involvement in controlling work processes. Empowerment involves 
spreading responsibility and authority from management to employees on 
lower levels of the firm‟s managerial hierarchy. The variable 
empowerment, in this study, refers to the degree to which banks give their 
employees increased levels of power to make decisions regarding their 
work by themselves. 
 
 Personalisation is when products and services of firms are adapted in 
order to provide unique offerings, satisfying the specific needs of specific 
target markets (customisation), while differentiating its products and 
services from competitors. According to Berndt et al. (2004:36) 
customisation, or personalisation, occurs when a firm develops or tailors a 
product and/or service to satisfy unique client needs. Part of the 
personalisation activities or attempts of a firm may be its variety of 
products and services on offer. Variety indicates the availability of a 
collection or selection of products, services or components. The variety of 
services refers to the different types of services and options clients may 
have with regard to banking services (Financial Services Industry in South 
Africa 2003:3). In this study, personalisation refers to the degree of 
customisation employed by a bank to offer differentiated products and 
services to different market segments.  
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 Ethical behaviour or ethics refers to conforming to acceptable standards of 
behaviour based on custom, practice and personal conscience (McDonald 
& Leppard 1990:27). The ethical behaviour of a firm also includes its level 
of social responsibility, in other words its obligations to consumers, 
employees and the community (Longenecker et al. 2006:31). A bank‟s 
ethical behaviour is the degree to which it operates within socially 
acceptable and legal ways. Ethical behaviour includes the bank‟s degree 
of social responsibility projects, its level of confidentiality with client 
information (Brennan 2003:81) and its proper securing of client funds 
(Goosen, Pampallis, Van der Merwe & Mdluli 1999:92,187).  
 
 Fees refer to the bank charges or costs received by banking institutions 
from their clients for the services delivered. The bank charges describe 
the costs for clients to make use of a bank‟s services, for example, the 
fees payable for transfers (Holland, Lockett & Blackman 1996:2).  
 
 Technological development is the ability of a firm to use technology in 
various forms, for example, by using computers and the Internet to 
perform many different tasks and activities (Greenberg & Baron 
2000:562). Technologies are used to create new markets or to penetrate 
existing markets (Chipp, K., Hoenig, S. & Nel, D. 2006 IN Sheth & Sisodia 
2006). Especially in the banking industry technologies are regarded as 
essential in the provision of banking products and services, specifically to 
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the un-banked (potential banking clients) (Petzer, Berndt & Saunders 
2008). In this study, the variable technology will refer to banks‟ use and 
experience of technologically advanced systems and processes.   
 
These independent variables may have an influence on the relationship 
marketing of a bank, which in turn may have an influence on the customer 
retention of a bank. It is the aim of this study to identify the extent of the influence 
of each of these selected variables on relationship marketing in banks, and the 
extent of the influence of relationship marketing on the customer retention of 
banks, as perceived by both banking clients and bank managers.  
 
1.3.3 RESEARCH QUESTIONS  
Based on the problem statement mentioned above, the following research 
questions were identified: 
 
 How important is relationship marketing and customer retention, especially 
in service firms? 
 What is the current situation in the South African banking industry 
regarding relationship marketing and customer retention? 
 What are the current situations in the Canadian and UK banking industries 
regarding relationship marketing and customer retention? 
 What can South African banks learn from banks in Canada and the UK, or 
visa versa? 
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 Which aspects influence relationship marketing and customer retention in 
banks from banking clients‟ viewpoints and to what extent are these 
influenced? 
 Which aspects influence relationship marketing and customer retention in 
banks from bank managers‟ viewpoints and to what extent are these 
influenced? 
 Are there any significant disparities between the banking clients‟ 
relationship marketing viewpoints and the relationship marketing 
viewpoints of bank managers? 
 Are there any significant disparities between the banking clients‟ 
perceptions regarding banks‟ customer retention and the perceptions of 
bank managers? 
 Are there any mutual relationships between the variables influencing 
relationship marketing? 
 Are there strategic managerial implications from the relationship marketing 
and customer retention research? 
 How can banking institutions adapt certain variables that are important to 
clients in order to improve their relationship marketing and increase their 
customer retention? 
 Which practical action plans can retail banks implement in order to 
improve their relationship marketing and increase their customer 
retention? 
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1.3.4 RESEARCH OBJECTIVES 
 Following the problem statement and research questions, the researcher 
identified the primary research objective and nine secondary research objectives 
for this study, as presented in the section below.  
 
(a) Primary research objective 
The primary objective of this study is to empirically test the two conceptual 
models pertaining to the relationship marketing and customer retention of banks 
in South Africa, Canada and the UK. The conceptual models aim to identify the 
variables influencing relationship marketing and customer retention in banking 
institutions, both from banking clients‟ and bank managers‟ viewpoints. 
 
(b) Secondary research objectives 
More specifically, nine research objectives were identified, namely: 
 
 to execute an in-depth secondary study relating to the banking industries 
of South Africa, Canada, the UK as well as relationship marketing and 
customer retention; 
 to identify and implement the most appropriate research methodology to 
address the problem statement and research objectives;   
 to develop appropriate research instruments for the primary data sourcing 
from banking clients and bank managers; 
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 to conduct an empirical investigation to identify the influence of selected 
variables on relationship marketing and customer retention in banking 
institutions, from the client‟s viewpoint; 
 to conduct an empirical investigation to identify the influence of selected 
variables on relationship marketing and customer retention in banking 
institutions, from the bank managers‟ viewpoints;  
 to source primary data from banking clients and bank managers; 
 to statistically analyse the primary data and test the hypotheses;  
 to present research findings to address potential relationship marketing 
and customer retention disparity issues in the banking industry; and 
 to make recommendations on methods and strategies through which 
banking institutions can adapt the variables important to clients to improve 
relationship marketing and increase customer retention in the banking 
industry.  
 
1.3.5 RESEARCH HYPOTHESES 
In order to empirically test the two conceptual models pertaining to the 
relationship marketing and customer retention of banks in South Africa, Canada 
and the UK, in other words to satisfy the primary objective of the study, a number 
of null hypotheses were formulated. These null hypotheses stated that no 
relationships exist between the identified variables, and these hypotheses were 
depicted in the two conceptual models.  
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The null hypotheses concerning the banking clients‟ viewpoint on relationship 
marketing and customer retention are stated below. 
 
(a) Relationships between the independent variables and the intervening variable – 
perspectives of banking clients: 
 
Ho1.1: There is no relationship between communication and relationship 
marketing in banks, as perceived by banking clients.  
 
Ho1.2: There is no relationship between knowledgeability and relationship 
marketing in banks, as perceived by banking clients.  
 
Ho1.3: There is no relationship between empowerment and relationship marketing 
in banks, as perceived by banking clients.  
 
Ho1.4: There is no relationship between personalisation and relationship 
marketing in banks, as perceived by banking clients.  
 
Ho1.5: There is no relationship between ethics and relationship marketing in 
banks, as perceived by banking clients.  
 
Ho1.6: There is no relationship between fees and relationship marketing in banks, 
as perceived by banking clients.  
 
Ho1.7: There is no relationship between technology and relationship marketing in 
banks, as perceived by banking clients.  
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(b) Relationship between the intervening variable and the dependent variable – 
perspectives of banking clients: 
 
Ho1.8: There is no relationship between relationship marketing and customer 
retention in banks, as perceived by banking clients.  
 
The possible influence of the selected variables on relationship marketing and 
the possible influence of relationship marketing on customer retention from 
banking clients‟ perspectives are presented in the conceptual model depicted in 
Figure 1.1.  
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Figure 1.1: Conceptual model – banking clients‟ perspectives 
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The null hypotheses formulated in order to empirically test the conceptual model 
pertaining to the viewpoints of bank managers on relationship marketing and 
customer retention are stated in the sections below. 
 
(c) Relationships between the independent variables and the intervening variable – 
perspectives of bank managers: 
 
Ho2.1: There is no relationship between communication and relationship 
marketing in banks, as perceived by bank managers.  
 
Ho2.2: There is no relationship between knowledgeability and relationship 
marketing in banks, as perceived by bank managers.  
 
Ho2.3: There is no relationship between empowerment and relationship marketing 
in banks, as perceived by bank managers.  
 
Ho2.4: There is no relationship between personalisation and relationship 
marketing in banks, as perceived by bank managers.  
 
Ho2.5: There is no relationship between ethics and relationship marketing in 
banks, as perceived by bank managers.  
 
Ho2.6: There is no relationship between fees and relationship marketing in banks, 
as perceived by bank managers.  
 
Ho2.7: There is no relationship between technology and relationship marketing in 
banks, as perceived by bank managers.  
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(d) Relationship between the intervening variable and the dependent variable - 
perspectives of bank managers: 
 
Ho2.8: There is no relationship between relationship marketing and customer 
retention in banks, as perceived by bank managers.  
 
The possible influence of the selected variables on relationship marketing and 
the possible influence of relationship marketing on customer retention based on 
the perspectives of bank managers are presented in the conceptual model 
depicted in Figure 1.2.  
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Figure 1.2: Conceptual model – bank managers‟ perspectives 
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As indicated, both the above sets of hypotheses were empirically tested.  
 
1.4 RESEARCH DESIGN AND METHODOLOGY 
The decision regarding which research paradigm to adopt for the study is stated 
as a secondary research objective. A complete chapter, Chapter six, motivates 
the choice of the most appropriate research design and methodology for this 
study. Here under is merely a brief summary of the research methodology.  
 
1.4.1 RESEARCH METHODOLOGY 
A distinction can be made between two opposite research paradigms, namely the 
positivistic and phenomenological research paradigms (Hussey & Hussey 
1997:47). The positivistic paradigm, also called the quantitative paradigm, 
attempts to identify the facts and relationships of social phenomena. 
Alternatively, the positivistic paradigm is known as the objectivist, scientific, 
experimentalist or traditional research paradigm. The positivistic paradigm is 
associated with the measurement of variables and produces specific, precise and 
quantitative data. Social phenomena in the context of this study should be seen 
as the relationship marketing and customer retention in banking institutions. The 
phenomenological paradigm is concerned with understanding human behaviour 
and is also known as the qualitative, subjectivist, humanistic or interpretive 
research paradigm. (Collis & Hussey 2003:47 and Hussey & Hussey 1997:52).   
 
The conceptual models show distinct direct relationships represented by 
hypotheses. Mainly the positivistic paradigm is relevant for this study because 
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the research objectives and hypotheses are focused on the relationships 
between the specified variables and the testing of these relationships. Although 
certain aspects of this research will be phenomenological in nature, the aim of 
the research will be to quantify the significant relationships among the selected 
variables: It is therefore evident that mainly the positivistic paradigm will be used. 
The positivistic research paradigm and its associated statistical data collection 
and analysis methodologies are the most suitable to test the conceptual models. 
Thus, as both the phenomenological and positivistic paradigms will be followed, 
methodological triangulation will be performed in this study. As mentioned, 
Chapter six fully motivates the research methodology decisions.   
 
Additionally, considering the nature of the proposed study, the problem statement 
and all related issues, the study may be classified as, mainly, analytical. This can 
be substantiated when considering the difference between exploratory, 
descriptive, analytical and predictive research. Exploratory research aims to find 
patterns, ideas or hypotheses and focuses on gaining familiarity with a subject 
area. Descriptive research describes phenomena as they exist. Research that 
attempts to understand phenomena by discovering and measuring relationships 
among them is analytical research. Analytical research explains why or how 
phenomena happen. Finally, predictive researchers attempt to formulate 
predictions based on hypothesised or general relationships (Collis & Hussey 
2003:10-12).  
 
 43 
As this study aims to identify the influence of selected variables on the 
relationship marketing of banks and the influence of relationship marketing on the 
customer retention of banks from the viewpoints of both banking clients and bank 
managers, and thus aims to measure relationships between variables, analytical 
research was performed. 
 
1.4.2 DATA COLLECTION 
Extensive secondary and primary data sources were used for this research. 
Secondary sources include books, journals, newspapers and information from 
Internet websites. Four dedicated chapters cover the use of the secondary 
sources, which provide an explanation of the theoretical concepts relationship 
marketing and customer retention; a detailed description of the banking 
industries of South Africa, Canada and the UK; and an elaboration on the 
selected independent variables influencing relationship marketing and customer 
retention, from both clients‟ and bank managers‟ viewpoints.  
 
In terms of primary sources the following aspects are relevant. Primary data was 
collected from banking clients and bank managers of the largest retail banks in 
three countries, namely South Africa, Canada and the UK. Convenience 
snowball sampling was used in the selection of the specific banks, namely ABSA, 
FNB, Nedbank and Standard Bank (all four in South Africa), the RBC, Barclays 
Bank and HSBC (both in the UK) and their clients and managers. The reasons 
for selecting these specific banks include their size (these banks are the largest 
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retail banks in their respective countries), their relationship with South African 
banks (Barclays controls 58.5% of South Africa‟s largest retail bank, ABSA) and 
their level of relationship marketing and customer retention (the RBC of Canada 
has successfully implemented different relationship marketing and CRM 
projects).  
 
The population included all the banking clients and bank managers of the banks 
in the three countries stated above. Convenience snowball sampling was used to 
identify respondents as questionnaires were distributed electronically to banking 
clients and bank managers accessible to the researcher. This method was 
chosen because it is impossible to obtain the databases of banks‟ clients and 
bank managers because of banks‟ confidentially policies.  
 
The research instruments, two structured questionnaires, were designed relevant 
to the problem statement, related research objectives and hypotheses. One 
questionnaire was distributed to banking clients in order to identify the variables 
influencing banks‟ relationship marketing and customer retention from the clients‟ 
viewpoint. A second questionnaire was distributed to bank managers to identify 
the variables influencing banks‟ relationship marketing and customer retention 
from the bank managers‟ viewpoints. In addition to self-developed items, 
selected items from research instruments of previous research were adapted for 
this study, as will be discussed in the research methodology chapter. Each of the 
research instruments comprises 10 sections. Sections one to nine of the two 
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questionnaires have similar items and take the form of a 7-point Likert-type scale. 
A 7-point Likert-type scale was used as this form of scale is generally regarded 
as the most suitable for respondents with higher educational levels (Bosch, Tait, 
Liu & Sharp 2008), which was the assumption followed as bank managers were 
the required respondents for one part of this study. The 7-point Likert-type scale 
was also chosen as the 5-point Likert-type scale can be inadequate, because it 
has been shown that this scale measures predominantly positive responses and 
then the inability to differentiate between respondents may occur (Bosch et al. 
2008). Sections one to nine gather the perceptions of both banking clients and 
bank managers on the relationship marketing and customer retention of banks, 
specifically in terms of the selected independent variables. Sections 10 of the two 
questionnaires gather biographical data of the banking clients and information on 
the banks and their managers respectively. 
 
The researcher conducted the data collection process by distributing the 
electronic questionnaires via e-mail. A pilot study, with 35 banking clients, was 
conducted in order to pretest the measuring instrument to ensure that the 
banking client questionnaire is user friendly, easy to understand and not too long. 
According to Singleton, Straits, Straits and McAllister (1988:290) a pilot study is 
conducted to pretest the measuring instrument and it consists of “trying it out on 
a small number of persons having characteristics similar to those of the target 
group of respondents”. 
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Additionally, structured interviews were conducted with managers, relationship 
managers and customer care consultants from banking institutions before 
constructing the two questionnaires described above. This assisted the 
researcher with the development of the questionnaires and provided information 
regarding relationship marketing and customer retention from the service 
provider‟s viewpoint.  
 
Due care was taken to ensure validity, reliability and generalisability (Hussey & 
Hussey 1997:57) by performing various statistical procedures, for example, by 
means of performing a factor analysis and by calculating Cronbach Alpha 
correlation coefficients. 
 
1.4.3 DATA ANALYSIS 
 Quantitative data collected from the above mentioned sources were processed 
by means of statistical analyses procedures. The measuring instrument used and 
the data gathered were subjected to analyses to determine the reliability and the 
empirical results of the hypothesised relationships among the variables 
investigated in the study. The computer programmes Microsoft Excel, 
STATISTICA (Version 9) and AMOS 18.0 (Version 2.0) were used to perform the 
data analysis.  
 
 The major statistical technique used for the study‟s empirical investigation was 
structural equation modelling (SEM) because SEM is considered the dominant 
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multivariate technique in research today (Hair, Anderson, Tatham & Black 
2006:724). SEM is a multivariate statistical technique for building and testing 
statistical models (sometimes called causal models). It is a hybrid technique that 
encompasses aspects of confirmatory factor analysis (CFA), path analysis and 
multiple regression to estimate a series of interrelated dependence relationships 
simultaneously (Hair et al. 2006:705). SEM has the ability to assess relationships 
comprehensively and thus provides the transition from exploratory to 
confirmatory analysis. Therefore, SEM is suited for theory testing focusing more 
on a systematic and holistic view of research problems rather than for theory 
development (Hair, Anderson, Tatham & Black 1998:578). SEM allows multiple 
and interrelated dependence relationships to be estimated simultaneously, and it 
is particularly useful when one dependent variable becomes an independent 
variable in subsequent dependence relationships (Cooper & Schindler 2007:583 
and Hair et al. 2006:707). In addition, SEM has the ability to incorporate latent 
variables into the analysis and to account for measurement error in the 
estimation process (Cooper & Schindler 2007:583; Hair et al. 2006:707 and Hair 
et al. 1998:578,584,586). 
 
Specifically, the data analysis comprises seven phases: 
 
 Firstly, SEM will be conducted in order to measure the goodness-of-fit of 
the data to the model. Various indices will be used to evaluate the models‟ 
goodness-of-fit; 
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 Secondly, the validity of the measuring instrument will be considered by 
the evaluation of its construct validity. Validity will be verified by means of 
considering the factor loadings in the CFA (as part of the SEM procedure), 
the variance extracted (VE) measure as well as the comparison of the 
factors‟ VE figures with the squared correlations between the factors;  
 During the third phase of data analysis, the reliability or internal 
consistency of the measuring instrument will be tested through the 
construct reliability (CR) measure as well as the computation of Cronbach 
Alpha correlation coefficients; 
 Fourthly, the hypothesised relationships will be tested by evaluating the 
point and interval estimates of the parameters provided during the SEM 
procedure. This means the researcher will be able to reject or fail to reject 
hypotheses based on the results from the SEM phase. Thus, SEM, being 
used to examine a series of interrelated dependence relationships 
simultaneously, will be used for the testing and estimation of relationships 
between the independent, intervening and dependent variables; 
 During the fifth data analysis step various country comparisons will be 
made in order to identify how banking clients‟ perceptions in South Africa, 
Canada and the UK differed about relationship marketing and customer 
retention aspects in retail banks. Multivariate analysis of variance 
(MANOVA) will be used to compare country responses. Thus, MANOVA 
will be used to determine whether sample means from the three groups of 
respondents are equal. MANOVA will evaluate the differences of means 
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between the three groups (South African, Canadian and UK banking 
clients) for two variables (the intervening variable and the dependent 
variable) based on the set of independent variables;  
 The sixth phase of data analysis will consist of performing various 
descriptive statistics, such as the mean and frequency distributions, to 
summarise the sample data; and  
 Lastly, during the seventh phase of data analysis, comparisons between 
banking clients‟ and managers‟ perceptions on the relationship marketing 
and customer retention of banks will be made. This will be done by 
imposing the banking client model on the bank manager dataset, by 
considering parameter estimates to test hypotheses and by comparing 
client and manager mean scores. 
 
1.5 PREVIOUS STUDIES ON RELATIONSHIP MARKETING, CUSTOMER 
RETENTION AND THE BANKING INDUSTRY, AND THE CONTRIBUTION OF 
THIS STUDY 
The Business Source Premier, EBSCO, ISAP by the National Library of South 
Africa, Sabinet Online Ltd, SACat and SA publications databases have been 
used to consider previous studies on relationship marketing and customer 
retention in banks. Limited academic research has been conducted in the fields 
of relationship marketing and customer retention in South Africa; no study has 
focused solely on relationship marketing and customer retention within the 
banking industry in the country from clients‟ and managers‟ viewpoints while also 
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making comparisons with international banks. In addition, no study previously 
considered the relationship marketing and customer retention in banks making 
use of SEM for the data analysis of its empirical investigation. 
 
Prior research in South Africa and internationally includes studies conducted for 
the purposes of defining relationship marketing and comparing different 
perspectives on the subject area (Zablah, Bellenger & Johnston 2004 and 
Barnes 1994). 
 
Other previously conducted studies include those that investigated relationship 
marketing in specific firms, for example, research regarding customer loyalty 
programmes for South African Airways and Discovery Health in South Africa 
(Eyles 2003) and for UK banks (Ferguson & Hlavinka 2007). One study also 
investigated the relationship marketing success of one bank in Canada (Ptak 
2001). 
 
Various studies focused on the method of incorporating effective relationship 
marketing (specific CRM technology, processes and systems) in firms through 
information technology, e-business and e-commerce (Thomas 2003 and Peppard 
2000). In the UK studies also focused on the implementation and regulation of 
relationship marketing in banks (Ashton & Pressey 2004 and Karakostas, 
Kardaras & Papathanassiou 2005).  
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Some other studies focused on specific aspects of relationship marketing, for 
example, the length of corporate firms‟ relationships with their banks (Repetto, 
Rodriguez & Valdes 2002 and Ongena & Smith 2001) or the fee structures of UK 
banks (Heffernan 2006).  
 
Another study by Haenlein, Kaplan and Beeser (2007) focused on an aspect 
required for sufficient relationship marketing, namely the process to determine 
the value of clients, which is useful to decide with which clients to establish 
valuable relationships. 
 
Additional studies determined the benefits to be received when proper 
relationship marketing strategies have been implemented by a firm, for example, 
customer relationship satisfaction (Leverin & Liljander 2006), customer retention 
(Farquhar 2005 and Ennew & Binks 1996b), higher profitability (Kennedy 2004) 
and other identifiable benefits (Chakravarty, Feinberg & Rhee 2003).  
 
As evident from the above discussion, the main focus areas of prior research 
were theoretical in nature; focused only on the relationship marketing of specific 
firms; were too limited on selected relationship marketing aspects and benefits; 
and focused extensively on the practical, technical implementation of relationship 
marketing (CRM processes and systems).  
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In terms of customer retention, one study specifically investigated the influence of 
the relationship quality of a firm in a business-to-business (B2B) context on its 
customer loyalty (Rauyruen & Miller 2007:21-31), an antecedent of customer 
retention. Another study by Clark (2002) investigated the relationship between 
employees‟ perceptions of organisational climate and customer retention rates in 
an UK bank. Customer retention has also been investigated in financial services 
other than retail banks, namely in mortgage bankers (Baker 2007/2008). Stewart 
(1998) conducted a study to explore the client exits in retail banking, the 
consequence of poor customer retention. A prior study focused on the benefits 
gained from high customer retention rates (Reichheld & Sasser 1990). 
  
This study differs, however, from prior studies as it identifies the variables 
influencing relationship marketing and considers the influence from both the 
banking clients‟ and bank managers‟ perspectives. In addition, the study also 
considers the influence of relationship marketing on the customer retention of 
banks from both the banking clients‟ and bank managers‟ perspectives. The 
study also compares the variables identified in three countries, namely South 
Africa, Canada and the UK, in order to provide to South African banks specific 
relationship marketing and customer retention guidelines that were learned from 
international banks with proper relationship marketing strategies and high 
customer retention rates.  
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 Considering the above mentioned literature and reasoning, it is evident that this 
study, focusing on relationship marketing and customer retention in international 
banking institutions, is unique. No previous relationship marketing and customer 
retention banking study conducted international comparisons between banks; 
gathered banking clients‟ and bank managers‟ viewpoints; and used SEM in data 
analysis. This study is beneficial to the South African banking industry as 
valuable comparisons will be made between South African banks and their 
counterparts in terms of relationship marketing and customer retention. It is 
envisaged that results and conclusions from the study will be used to implement 
sufficient and adequate strategies that will ensure higher levels of relationship 
marketing and customer retention in South African banks – important for clients 
and pertinent for the success and survival of banks.  
  
Equipped with the findings of this study, the researcher wishes to create a 
greater awareness among banks about the advantages of superior relationship 
marketing and high levels of customer retention; the variables influencing 
relationship marketing; the manner in which banks can adapt these variables in 
their institutions to positively influence their relationship marketing; and the 
manner in which relationship marketing can improve their customer retention. It is 
important to compare the views of banking clients and bank managers with 
regard to relationship marketing and customer retention in order to identify 
differences. Banks and their managers need to focus on those variables 
important to clients and focus on improving these variables. If improved, the 
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banks‟ relationships with their clients will improve; their customer retention rates 
will possibly increase; and ultimately this will lead to benefits for banks, their 
clients and the South African economy. 
 
Thus, it is foreseen that this study will contribute to the discipline of relationship 
marketing in a twofold manner: It will provide theoretical and empirical knowledge 
of relationship marketing and customer retention in international banking 
industries and also specifically in South Africa.  
 
1.6 SCOPE OF THE RESEARCH 
 This study focuses on identifying the variables influencing the relationship 
marketing and customer retention of the largest banking groups in the South 
African, Canadian and UK banking industries. Specifically, the study focuses on 
the relationship marketing and customer retention of the largest retail banks. 
ABSA, FNB, Nedbank and Standard Bank were the four major banks 
investigated in South Africa. In Canada the RBC (Canada‟s largest retail bank) 
was investigated for the purpose of this study. The main focus in the UK was 
Barclays bank because of its relationship with ABSA in South Africa; currently 
(January 2009) Barclays Bank controls 58.8% of ABSA (Mittner 2009:26). In 
addition, the HSBC bank in the UK was investigated because it is one of the 
largest retail banks operating in the UK. 
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 The focus of this research might be enhanced by including other banking groups 
in the study or by comparing the empirical results with the results of smaller 
banking groups. The study might be extended to other geographical areas, for 
example, other continents. If the research is expanded, empirical results might be 
compared with the results of other developed and developing countries in order 
to use the findings to compare the status of relationship marketing and customer 
retention in South African banks with other banks. It is important to identify the 
level of relationship marketing and customer retention in South African banks 
compared to banks in other developing countries. Additionally, it is important to 
identify relationship marketing guidelines and strategies for customer retention 
from banks in developed countries and to successfully implement these 
relationship marketing guidelines and customer retention strategies in South 
African banks.    
 
1.7 STRUCTURE OF THE THESIS 
The study follows a logical structure and is presented in eight chapters. Chapter 
one serves as an introductory chapter and explains the research problem and 
purpose of the study. A brief explanation of the methodology used is also 
presented in Chapter one. The literature review is divided into four chapters, 
namely Chapters two, three, four and five. Chapter two covers the aspects of 
relationship marketing and customer retention. Chapter three examines the 
South African banking industry, whereas Chapter four provides details on the 
Canadian and UK banking industries. Chapter five highlights the independent 
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variables possibly influencing relationship marketing and customer retention in 
the banking industry. The complete details of the research methodology adopted 
for the study are presented in Chapter six. Chapter seven discusses the data 
analysis methods and elaborates on the empirical results. In this chapter the 
researcher integrates the theory of Chapters two, three, four and five with the 
results of the empirical study. The final chapter, Chapter eight, provides a 
conclusion to the study with ample recommendations in the form of practical 
business strategies and important managerial implications for banks, resultant 
from the empirical investigation.  
 
The chapters of the study are presented below. 
 
CHAPTER TITLE 
1 Introduction and scope of the study 
2 Relationship marketing and customer retention in perspective 
3 The South African banking industry 
4 The Canadian and United Kingdom banking industries  
5 
Variables possibly influencing relationship marketing and customer 
retention in banks 
6 Research design and methodology 
7 Empirical results 
8 Summary, conclusions and recommendations 
 
As this study considers the relationship marketing and customer retention of 
banks, Chapter two covers the two theoretical aspects of relationship marketing 
and customer retention in detail. The two concepts as subfields of marketing, 
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their definitions, benefits, strategies to implement relationship marketing and 
customer retention and the two concepts‟ relevance to the banking industry will 
be discussed in Chapter two. 
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CHAPTER TWO 
RELATIONSHIP MARKETING AND  
CUSTOMER RETENTION IN PERSPECTIVE 
   
2.1 INTRODUCTION 
This chapter will present a detailed theoretical discussion on relationship 
marketing and customer retention. As stated in Chapter one, the primary 
objective of this study is to empirically test the two conceptual models pertaining 
to the relationship marketing and customer retention of banks in South Africa, 
Canada and the UK. The conceptual models aim to identify the variables 
influencing relationship marketing and customer retention in banking institutions, 
both from banking clients‟ and bank managers‟ viewpoints. This chapter will 
address part of the first secondary research objective. Therefore, the focus of this 
chapter will discuss the nature of relationship marketing, the purpose of 
relationship marketing in service firms, the concept of customer retention, and 
the importance of customer retention.   
 
Relationship marketing is a subfield of marketing, and therefore this chapter will 
commence with an overview of marketing over the last decade and then shift to 
services marketing in particular (as this study focuses on banks providing 
services to individual clients). Based on the background of marketing and 
services marketing, relationship marketing will be defined. The chapter will 
continue by highlighting the type of clients with whom service firms aim to build 
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and maintain relationships. The section in this chapter discussing the advantages 
and disadvantages of client relationships is important and will path the way for 
the concluding section on relationship marketing. This section will explore the 
means of building and maintaining client relationships and will cover the five 
constructs to be used when measuring client relationships, in other words, the 
five dimensions of a relationship, and the various strategies that could be 
implemented by firms to acquire and retain clients.  
 
Thereafter, the chapter will consider the concept of customer retention in detail. 
Based on the background of marketing, services marketing and relationship 
marketing, the concept of customer retention will be placed in perspective. The 
importance of customer retention as well as proven strategies to increase the 
customer retention of service firms will be highlighted. A summary and 
conclusions will be given at the end of the chapter. 
 
2.2 DEVELOPMENTS IN MARKETING 
 As this study focuses on the marketing of banking services, it is important to first 
consider the concepts of marketing and services. Bosch et al. (2006:413) define 
marketing in a firm as the business function that is responsible for the satisfaction 
of consumer needs by adding value through appropriate products and/or 
services, reasonable prices and acceptable distribution channels using 
promotional strategies and marketing communication methods. Thus, marketing 
includes all those activities in a firm that ensures that actual exchanges take 
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place between the firm and its consumers (the buying and selling of products and 
services). For this reason, the focus areas of a firm‟s department of marketing 
management should be providing the right product and service at the right price 
(reasonable for the consumer and profitable for the firm), in the right place 
(convenient for both the consumer and the firm) and through the correct 
promotional method(s) (suitable to the firm‟s needs as well as the most 
appropriate method(s) to reach the consumer). These focus areas have become 
known as the marketing mix or the 4Ps of marketing: product, price, place and 
promotion. 
 
 Marketing authors such as Bosch et al. (2006:413–415) and Kotler, Armstrong 
and Tait (2010:23-26) also indicate that the concept of marketing has developed 
over time and that five distinguishable orientations toward marketing exist. These 
orientations are the production-, product-, selling-, true marketing- and societal 
marketing orientations. Each of these orientations is described below. 
 
 The production orientation towards marketing assumes that consumers 
will buy available and affordable products and services; the emphasis is 
on the production and distribution capabilities of the firm. 
 The product orientation towards marketing assumes that products and 
services will “sell themselves” because of their inherent built-in quality and 
performance characteristics. 
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 The selling orientation towards marketing assumes that consumers will not 
buy sufficient products and services unless they are persuaded to do so 
by means of promotional strategies. 
 The true marketing orientation involves the determination of consumer 
needs and values and the design and supply of products and services to 
satisfy these consumer needs. 
 Lastly, the societal orientation towards marketing also assumes that 
consumers‟ needs should be satisfied, but in such a way to also enhance 
the wellbeing of the society as a whole (thus, “environmentally friendly” 
products and services should be the focus). 
 
 However, when it comes to the marketing of services, the 4Ps need to be 
extended to 7Ps, as will be seen in the next section. 
 
2.2.1 SERVICES MARKETING 
Kotler et al. (2010:234) indicate that a service is any activity or benefit that one 
party can offer to another that is essentially intangible and does not result in the 
ownership of anything. According to Bosch et al. (2006:442), services are those 
separately identifiable but intangible economic activities that provide want-
satisfaction and that are not necessarily tied to the sale of a product or another 
service. Boshoff and Du Plessis (2009:2) also indicate that services are 
essentially intangible, but are value offerings providing convenience, amusement, 
entertainment, comfort and health. Therefore, the activities performed by banks 
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for their clients, such as the provision of loans and saving facilities (financial 
value-added offerings), can be classified as services. Boshoff and Du Plessis 
(2009:3) state that banking services can be classified as commercial services. 
 
As mentioned above, the marketing of services is different to the marketing of 
actual physical products. This is because of the unique nature of services, as 
shown by the definition of a service above. Services are intangible, inseparable 
(it can not be separated from the service provider and consumer), perishable (it 
can not be stored because production and consumption occur at the same time), 
variable (the same service to different consumers at different times may vary 
considerably) and untransferable (the consumer only use the service and will 
never own the service) (Boshoff & Du Plessis 2009:5-8; Bosch et al. 2006:447 
and Bruhn & Georgi 2006:13-15). 
  
The nature of services initiated additional marketing mix activities for service 
firms, namely processes (a particular method of operations is necessary for 
service delivery), people (service employees are highly involved in the service 
delivery processes) and physical evidence (the physical evidence in the service 
environment contributes to the consumers‟ service experiences), collectively 
known as the 7Ps of services marketing. The extension of the traditional 4Ps of 
marketing to the 7Ps for services marketing is supported by various authors, 
such as Kotler et al. (2010:66-67), Boshoff and Du Plessis (2009:9-10), Brink and 
Berndt (2008:17) and Gay, Charlesworth and Esen (2007:101).  
 63 
The way in which consumers are targeted by a firm has also changed over the 
last decade. Traditional marketing approaches tended to utilise segmentation 
techniques in order to group a specific “type” of client in a certain market 
(Karakostas et al. 2005:854). Thus, all the clients with similar characteristics were 
classified as one segment to be marketed to in the same way and, therefore, with 
the same combination of the 4Ps or, in the case of a service firm, the 7Ps. 
 
Currently the focus is on one-to-one marketing with the aim to individualise the 
marketing effort. Kotler et al. (2010:21,31) emphasise that marketing is 
increasingly shifting from trying to maximise the profit on each individual 
transaction to building mutually beneficial relationships with consumers. 
Gummesson (2008:16) also indicates that marketing in services has now 
developed into relationship marketing. Thus, the focus on relationship marketing 
(to be defined in the section below) within the services marketing scope has 
become a priority for firms. 
 
Peppard (2000:312) sketches the picture of developments in services marketing 
as follows: Initially service firms had close relationships with their clients by often 
knowing them individually and by understanding their product and service needs 
and wants. However, this “system” was costly and inefficient as consumers 
“subsidised” these relationships by paying higher prices for products and 
services. Mass marketing was introduced, where consumers traded these close 
relationships with service providers for anonymity and lower prices. Currently, 
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through the effective use of information and communications technology, firms 
can offer consumers variety, lower prices and personalised products and 
services, all through proper relationship marketing.  
 
2.3 RELATIONSHIP MARKETING DEFINED 
As described above, the developments in services marketing lead to the focus 
being on the relationship marketing of firms. 
 
It is important to note that there is a difference between a service interaction and 
a relationship. A service interaction occurs when there is a client throughput 
(rendering of a service) via an individual service process, whereas a relationship 
exists when there is a client throughput because of an actual firm-client 
relationship (Bruhn & Georgi 2006:18). Bruhn and Georgi (2006:113) and 
Donaldson and O‟Toole (2007:150) go further in saying that a firm-client 
relationship consists of several non-accidental interactions occurring over time. 
When a firm focuses on creating and maintaining these relationships it performs 
relationship marketing.  
 
The most comprehensive definition for relationship marketing was the following 
proposed by Grönroos (1994:4-20): The objectives of relationship marketing are 
to identify and establish, maintain and enhance, and, when necessary, terminate 
relationships with consumers and other stakeholders at a profit so that the 
objectives of all parties involved are met. This process is conducted through the 
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mutual exchange and fulfilment of promises. Brink and Berndt (2008:7) indicate 
that this definition of relationship marketing by Grönroos consists of the following 
dimensions: 
 
 Relationship marketing seeks to create new value for clients and then to 
share the value with these clients, because clients estimate which offer will 
deliver the most value and will buy from the firm they perceive as offering 
the highest value.  
 Relationship marketing recognises the key role that individual clients have, 
both as purchasers and in defining the value they wish to achieve.  
 Relationship marketing firms are expected to design and align processes, 
communication, technology and people (employees) in support of 
customer value.  
 Relationship marketing represents continuous cooperative efforts between 
buyers and sellers. 
 Relationship marketing recognises the value of clients‟ purchasing 
lifetimes (i.e. their lifetime value). Lifetime value stands for the present 
value of the future profits expected over the client‟s lifetime purchases. In 
other words, a firm employing relationship marketing focuses on long-term 
profitable clients. 
 To create the value clients want, relationship marketing seeks to build a 
chain of relationships within the firm and between the firm and its main 
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stakeholders, including suppliers, distribution channel members, 
intermediaries, shareholders and clients.  
 
As mentioned, relationship marketing is part of the broader services marketing 
field. Following, this study will ask an important question: Why is relationship 
marketing so important, specifically in the financial services sector, which 
includes retail banks? Walsh, Gilmore and Carson (2004:469) define relationship 
marketing as the activities implemented by banks in order to attract, interact with, 
and retain more profitable or high net-worth clients. Four reasons showing the 
relevance of relationship marketing in the financial services sector can be 
identified, as described below (Dibb & Meadows 2004:112): 
 
 Although services marketing are growing in importance, research with 
regard to services marketing in the financial services sector has matured. 
A sub-field of services marketing, namely relationship marketing, is now 
relevant and under investigation in the financial services sector (Blery & 
Michalakopoulos 2006; Loughlin & Szmigin 2006; Ackermann & Van 
Ravesteyn 2005; Ashton & Pressey 2004; Berndt et al. 2004; Dibb & 
Meadows 2004 and Berry 1995). 
 Deregulation in the financial services sector has increased 
competitiveness among parties, and relationship marketing has been 
identified as the key to maintain profitable clients (Reichheld & Sasser 
1990 and Turnbull, P.W. & Valla, J.P. 1990 IN Dibb & Meadows 2004). 
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 Clients receive clear benefits from their service providers through 
relationship marketing (Peppers & Rogers 1999). 
 Technology leads firms to better understand client needs, and with 
relationship marketing these identified needs can be satisfied with 
customised products and services (Zielinski 1994). 
 
As specified in the last two points above, proper relationship marketing between 
service providers and their clients can lead to benefits for both parties, as will be 
discussed in paragraph 2.3.3 below. Durkin, O‟Donnell and Crowe (2008:261) 
state that an increased understanding of relationship marketing and management 
in a retail banking environment, on which this study focuses, where both face-to-
face and remote interfaces must co-exist in a symbiotic manner is critical.  
 
It is clear that relationship marketing is important to clients and that the success 
of a firm may depend on its level of relationship marketing. Therefore it is 
essential for firms, including banking institutions, to ensure that effective 
relationship marketing strategies are implemented by the firm; in other words, 
service providers, including financial institutions like banks, should focus on 
building mutually beneficial relationships with their clients. However, the extent 
and quality of relationship marketing strategies implemented by a firm may be 
influenced by many variables.   
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In order to identify whether the relationship marketing strategies employed are 
effective, a firm needs to be knowledgeable about how the clients perceive the 
relationship marketing and which variables clients feel are influencing the firm‟s 
level of relationship marketing. Additionally, the firm needs to identify the 
viewpoint of the firm‟s management with regard to the firm‟s relationship 
marketing and how the two viewpoints differ. Any possible difference needs to be 
rectified. Chipunza (2008:148) confirms this by indicating that the service firm 
needs to monitor the relationship between what service employees think about 
the firm and its services, and what clients perceive. In other words, the service 
firm needs to ensure that the relationship marketing issues experienced by the 
clients are understood by management and effectively attended to, revised and 
addressed by the firm to ensure sufficient levels of relationship marketing.    
 
As mentioned in Chapter one, relationship marketing in the banking industries of 
South Africa, Canada and the UK, from the viewpoints of both banking clients 
and bank managers, will be the focus of this study. However, before continuing 
with the discussion of relationship marketing in banks, it is important to 
differentiate between relationship marketing and CRM.  
 
2.3.1 DIFFERENTIATING BETWEEN RELATIONSHIP MARKETING AND 
CUSTOMER RELATIONSHIP MANAGEMENT 
It is important to realise that some authors use the concepts relationship 
marketing and CRM interchangeably (Gay et al. 2007:232 and Beckett 2004:43); 
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however, this can cause confusion among academics, students and role players 
in industry. Although relationship marketing and CRM are related, as both 
concern firm-client relationship development and management, the two concepts 
should be regarded separately because their intended process outputs are 
different (Zablah et al. 2004:481). As the concept relationship marketing was 
defined in the section above, this section will focus on ensuring a better 
understanding of the concept CRM.  
 
According to Dibb and Meadows (2004:111-112), CRM is simply a fresh 
perspective on relationship marketing ideas. CRM is particularly concerned with 
the impact of direct and database marketing on a firm‟s ability to create and to 
build linkages with its client base. In other words, CRM is more concerned with 
the technology used by firms to develop and maintain client relationships. 
Gummesson (2008:7) also stresses that CRM is the practical implementation of 
the values and strategies of relationship marketing and is highly dependent on 
information technology. 
 
Wilmshurst and Mackay (2002:169) describe CRM as a comprehensive set of 
activities that covers all the functions of the firm which interact with and support a 
consumer, that ultimately build customer satisfaction by providing for a 
consumer‟s needs, wants and desires over the long term. Buttle (2004:34) 
defines CRM as a core business strategy that integrates internal processes and 
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functions and external networks to create and to deliver value to targeted 
consumers at a profit.  
 
A research agency in the USA, Gartner Group, describes CRM as an information 
technology enabled business strategy, the outcomes of which optimise 
profitability, revenue and customer satisfaction by organising around customer 
segments, fostering customer-satisfying behaviours and implementing customer-
centric processes (In Peelen 2005:4). Another author, McKenna (In Peelen 
2005:5), recognises that CRM targets the building of an infrastructure that may 
be used to develop long-term customer-supplier relationships. Wagner and 
Zubey (2007:4) define CRM as the systematic combination of people, processes 
and technology that is designed to enable a firm to find, acquire and retain 
clients. According to Brink and Berndt (2008:8) the implementation of the 
relationship marketing philosophy usually takes place with the execution of CRM 
through technology. Gay et al. (2007:232) also distinguish relationship marketing 
from CRM and indicate that CRM is the implementation of relationship marketing 
through the application of technology. 
 
It is evident from the above section that most authors slightly differentiate 
between relationship marketing and CRM. Most authors regard relationship 
marketing as the strategy used by firms to create and maintain client 
relationships and CRM as the processes, systems and technology implemented 
in order to put relationship marketing into practice. For the purpose of this study, 
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the concept relationship marketing will be used when referring to the strategies 
used by banks to establish and maintain relationships or permanent connections 
with their profitable clients. However, to completely understand the concept 
relationship marketing, it is vital to define the term “profitable” clients. 
 
2.3.2 CLIENTS SUITABLE FOR BUILDING AND MAINTAINING RELATIONSHIPS 
WITH 
One of the main principles of relationship marketing is to identify the most 
profitable clients in order for the firm to focus on clients appropriate to its 
strategy. 
 
As mentioned above, firms need to carefully select the clients they focus on to 
build and maintain relationships with. Buttle (2004:17) also indicates that not all 
clients are of equal importance and some may not be worth retaining, including 
those who have a high cost-to-serve, are debtors, are late payers or switch 
frequently between firms. Profitable consumers should be the target group for 
relationship marketing purposes. However, it is important to ask: How do firms 
identify their profitable clients? 
 
Kotler (2000:55) defines a profitable client as a person, household or firm that 
over time yields a revenue stream that exceeds by an acceptable amount the 
firm‟s cost stream of attracting, selling to and servicing that client. The most 
important method used by firms to identify profitable clients is the concept of 
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customer lifetime value (CLV) (Brink & Berndt 2008:45). As mentioned before, 
CLV is the present value of the stream of future profits expected from the client‟s 
lifetime purchases. In other words, CLV measures a client‟s profit generation for 
a firm (Buttle 2004:127). Brink and Berndt (2008:45) explains that CLV is 
estimated by using past behaviours of clients to forecast their future purchases, 
the gross margin from these purchases and the costs associated with servicing 
the clients (for example, cost of advertising to acquire the client). When a firm 
knows each client‟s value to the firm, it can focus its efforts (including relationship 
marketing) on retaining only the most valuable or profitable clients. 
 
Peelen (2005:193-198) also promotes the use of a client database to create 
client profiles. Clients need to be grouped using criteria such as their client value, 
transactions they enter into, the products and services they make use of, the 
communication methods they prefer and general client characteristics (for 
example their lifestyle, composition of household and income level). Through this 
segmentation process individual product and service offerings can be designed 
based on each client‟s preferences. Menon and O‟Connor (2007:157) mention 
that firms, especially banks, should mine or explore their databases to identify 
clients in terms of their levels of profitability and lifetime value. Thus, profitable 
clients, i.e. the group of clients to focus relationship marketing efforts on, can be 
identified through a well-structured client database with fully-detailed client 
profiles. 
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Buttle (2004:131) indicates that firms should focus on building and maintaining 
relationships with strategically significant clients, namely high volume clients 
(consuming large volumes of products and services, which decreases fixed costs 
and variable costs per unit), benchmark clients (those who potential clients 
follow) and inspirations (clients who assist in the improvement of the firm through 
constructive criticism and feedback). According to Buttle (2004:302), only clients 
of the greatest strategic value to the firm are worth all the firm‟s efforts to keep, 
for example, the implementation of relationship marketing strategies.  
 
According to Peppard (2000:322), many banks belief that the 80/20 rule apply, 
meaning that 80% of their profits come from 20% of their clients. Some banks 
have even found that the highly profitable clients contribute in excess of 100% of 
the profits because unprofitable clients subtract a large percentage of the profits. 
Peppard (2000:322) indicates that some banks found, through client profitability 
analyses, that loyal clients are not necessarily profitable. A loyal client may never 
wish to switch to a competitor and always buys from the same firm; however, a 
loyal client may not always buy high profit-margin products and services, may not 
buy in high volumes and may not buy on regular occasions. Thus, a loyal client is 
not always a profitable client. This finding and explanation emphasise the 
reasoning of this study to focus on customer retention (as will be seen in later 
paragraphs) rather than customer loyalty. It is therefore imperative for service 
firms, including banks, to identify their profitable clients, apply relationship 
marketing strategies and ensure customer retention.  
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2.3.3 ADVANTAGES OF RELATIONSHIP MARKETING 
The importance of relationship marketing in the financial services sector, which 
includes the banking industry, has been shown in the discussion above, as well 
as in the study by Karakostas et al. (2005:861). This study indicated that 90% of 
the firms‟ respondents were of the opinion that the dependence by financial 
service firms on relationship marketing and its related systems would increase in 
the future. There are many reasons for this increase in firms‟ dependence on 
relationship marketing, such as the many benefits resulting from proper 
relationship marketing. Successful relationships with clients involve a mutual 
fulfilment with benefits to both parties, namely the service firm and the client 
(Swartz & Iacobucci 2000:327).  
 
(a) Benefits from relationship marketing to clients 
A client will desire a relationship with a specific service provider if he/she finds 
that the benefits to be received will significantly exceed the associated costs of 
obtaining such benefits. Clients want firms to manage all client interactions and 
to focus on building a relationship over time (Wilmshurst & Mackay 2002:115) 
and they are willing to build long-term relationships based on trust and mutual 
respect with firms that provide differentiated and personalised services 
(Customer Relationship Management in Financial Services 2001). According to 
Finch (1994:41), a strong relationship with a client is one in which the client is 
completely satisfied; feels appreciated; has learned he/she can trust and depend 
on the service provider; and is satisfied that the services offered are reliable. 
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Other authors agree that quality relationships consist of bonds, commitment, 
satisfaction, benevolence and trust between two parties (Rauyruen & Miller 2007; 
Ulaga & Eggert 2006; Bennett & Barkensjo 2003; Roberts, Varki & Brodie 2003; 
Naude & Buttle 2000; Herbst 1999 and Kotler, Armstrong, Brown & Adam 1998). 
 
Swartz and Iacobucci (2000:96) indicate that client relationships ensure that 
consumers develop the perception of customisation, empathy, appreciation, 
friendliness, communality and feelings of trust. In order words, consumers feel 
comfortable to make use of the firm‟s products and services.  
 
Swartz and Iacobucci (2000:328) also indicate the specific benefits to clients 
from relationships with service provides as a result of proper relationship 
marketing, including confidence benefits, social benefits and special treatment 
benefits. Confidence benefits represent psychological benefits to clients: They 
trust the service provider, experience less anxiety when purchasing a service and 
are confident that the service will be delivered correctly and as desired. In the 
banking industry, for example, clients will experience confidence benefits if they 
completely trust the bank with personal funds and believe the bank will correctly 
provide services regarding their financial matters. Social benefits include the 
advantage of being recognised by service provider employees and developing 
friendships with these employees. An example of social benefits experienced by 
clients in the banking industry is if a client is personally known by bank 
employees. Special treatment benefits include advantages for clients such as 
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being placed on priority lists or receiving special prices. In the banking industry, 
for example, clients will receive special treatment benefits if they are rewarded 
with reduced bank fees on transactions.  
 
As a result of the above-mentioned relationship marketing benefits clients may 
experience beneficial customised and valuable services, increased customer 
satisfaction and decreased prices (Customer Relationship Management Benefits 
2004). Through relationship marketing firms get to know their clients on a more 
personal level and may even alter their service rendering process to the desired 
service delivery expectations of a specific client. If a firm focuses on a specific 
client, the firm will provide a service to him/her with added value, according to the 
client‟s specifications. If a firm implements relationship marketing strategies, its 
clients will possibly experience higher levels of customer satisfaction. This 
indicates that clients will have a higher level of satisfaction at individual service 
encounters. The implementation of sufficient relationship marketing strategies 
may lead to higher levels of efficiency and cost reductions for a firm, which in turn 
may possibly lead to lower price levels for clients. Thus, in the banking industry 
additional benefits to clients from successful relationship marketing may include 
individualised services, higher customer satisfaction during banking services 
encounters and special decreased bank fees.  
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In addition to the benefits to clients from relationship marketing, firms 
implementing relationship marketing strategies, including banks, can also expect 
to receive benefits from their actions. 
 
(b) Benefits from relationship marketing to firms 
The fundamental reasons firms desire to build and maintain relationships with 
consumers are economic considerations. Firms generate better results when 
they manage their client base to identify, satisfy and retain their most profitable 
clients. The rationale for implementing relationship marketing strategies is that it 
improves business performance by enhancing customer satisfaction and 
customer loyalty and by increasing customer retention (Bergeron, Roy & Fallu 
2008; Ackermann & Van Ravesteyn 2005; Wilmshurst & Mackay 2002:346 and 
Mudie & Cottam 1999:257). Eid (2007:1021) indicates a successful CRM 
strategy, i.e. the technological implementation of relationship marketing, can lead 
to improved customer service, increased customer satisfaction and faster, 
successful transactions by employees. Baron and Harris (2003:161) mention that 
relationship marketing can lead to lower marketing costs; the reason may be that 
satisfied clients with better, established relationships with firms increase sales 
without needing additional marketing to convince them to purchase from the firm. 
In addition, Baron and Harris (2003:161) state that proper relationship marketing 
results in positive, free word-of-mouth recommendations. Satisfied clients, with 
whom a firm has established relationships, often share their positive experiences 
of dealing with a firm with potential clients of a firm. 
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According to Peppard (2000:321), other studies by Schwaiger and Locarek-
Junge (1998), Reichheld (1996) and Heskett, Jones, Loveman and Sasser 
(1994) also highlight the following benefits resulting from superior relationship 
marketing: 
 
 Relationship marketing improves through two-way communication, and 
where a firm has effective two-way communication channels, there is the 
potential for the firm to learn from and better understand its clients. 
 Through relationship marketing client demands can be anticipated and 
thus client preferences can be determined by a firm. 
 
As mentioned above, clients receive benefits from relationship marketing such as 
the perception or actual implementation of customisation, empathy, appreciation, 
friendliness, communality and feelings of trust towards the firm. These 
perceptions and/or implementations not only benefit the client but also lead to 
support from and retention of clients to firms. Personal relationships with clients 
are important because retention to service firms have been associated with a 
client‟s personal relationship with a service provider (Swartz & Iacobucci 
2000:96). Customer retention, as will be seen in section 2.4 below, is very 
important to firms. 
 
Previous studies have proven that the quality of a service provider‟s relationships 
with its clients influences other aspects of the firm, for example, among others, its 
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level of service quality (Rootman 2006), clients‟ positive feelings towards and 
satisfaction with their bank and the relationship strength between the bank and 
its clients (Barnes & Howlett 1998 and Ennew & Binks 1996a).  
 
It is evident that service firms, including banks, should focus on relationship 
marketing in order to benefit from the many advantages of properly implemented 
relationship marketing strategies. 
 
2.3.4 DISADVANTAGES OF RELATIONSHIP MARKETING 
It is important for firms to realise that in addition to the benefits of relationship 
marketing there are possible disadvantages. Firms need to take note of these 
disadvantages in order to prepare actions beforehand to eliminate the negative 
effects thereof on the firm.  
 
One of the major disadvantages of relationship marketing is that many firms do 
not completely understand how to implement relationship marketing strategies in 
their firms. According to Peppard (2000:314), a study has shown that most 
financial service firms have a too narrow view of relationship marketing, and 
therefore do not experience all the positive effects of relationship marketing as 
intended. Eid (2007:1021) has also shown that marketers need to realise that the 
success of a firm‟s relationship marketing efforts depends on the holistic 
application thereof in the firm: Relationship marketing is not only about the 
implementation of technology (Eid 2007:1035) or the launch and maintenance of 
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a loyalty programme (Hall 2000:31). In addition, Eid (2007:1024) emphasises the 
complexity and difficulty of implementing successful relationship marketing 
strategies, especially CRM technologies. 
 
Over the last decade many firms indicated the losses experienced through CRM 
initiatives, i.e. relationship marketing strategy implementations using technology. 
Johnson (2004:22) indicates that a study on the effectiveness of CRM 
technologies showed that between 55-75% of all CRM projects fail to meet their 
objectives. In addition, Johnson (2004:22) mentions that the majority of firms 
implementing CRM systems underestimate the costs of CRM projects by 
between 40-75%. More recent statistics show that the number of success stories 
of CRM implementations by firms increased only slightly over the last nine years. 
Krigsman (2009) indicates that the CRM failure rate stood at 50% in 2001, 
increased to a very high 57% in 2007 and slightly decreased to 47% in 2009. 
This failure rate that shows close to half of the implemented CRM projects fail 
should be a concern to marketers.  
 
Gay et al. (2007:239) identify CRM as the most widely publicised marketing 
concept; however, it is also the marketing concept about which most firms 
complain regarding its implementation and success. 
 
The implementation of relationship marketing into a firm, especially its 
technological implementation (CRM technologies), can require vast changes 
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from the firm, including its processes, systems and employee structure (Eid 
2007:1024). These changes in a firm may require high financial outlays. Firms 
that are not ready for these changes (for example, their organisational culture is 
not yet prepared for these changes) or firms that are not financially strong 
enough to finance these changes will not experience the many advantages of 
relationship marketing.  
 
A too strong focus on relationship marketing may result in disadvantages for the 
firm and its clients. Selected clients may prefer not to have relationships with 
their service provider, and therefore, if a firm continuously focus their relationship 
marketing efforts on this segment of clients, the clients may want to switch to a 
competitor for products and services. Hall (2000:32) indicates that many firms 
make the mistake of focusing relationship marketing efforts on clients most likely 
to defect to competitors, when instead the focus should be on the most profitable 
and loyal clients. In other words, a firm may permanently lose clients if it 
implements relationship marketing strategies toward the wrong segment of 
clients. For example, a mail-order firm found that intensifying the level of contact 
with clients (thus increasing relationship marketing efforts) was more likely to “put 
off” profitable clients than to increase sales (Brink & Berndt 2008:187).  
 
However, despite these disadvantages, the benefits resulting from successful 
relationship marketing efforts over-shadow the disadvantages. Therefore it is still 
important and vital for firms in today‟s competitive business environment to focus 
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on relationship marketing and to identify methods or strategies of relationship 
building and development. 
 
2.3.5 BUILDING AND MAINTAINING CLIENT RELATIONSHIPS 
In the discussion on relationship marketing it became evident that it is important 
for firms to build and maintain relationships with their clients. However, many 
questions arose: What is a relationship? What is a service provider-client 
relationship? How can the extent of a relationship be measured? In the following 
sections these questions will be answered by discussing the constructs firms 
need to focus on to build and maintain successful relationships with their clients. 
 
 (a) The five dimensions of a client relationship 
Limited research has been undertaken on the dimensions, elements or 
constructs of a relationship between a service provider and its clients. However, 
five dimensions of such a relationship have been repeatedly identified in 
research, namely trust, bonding, concern, reciprocity and loyalty (Rauyruen & 
Miller 2007; Ulaga & Eggert 2006; Bennett & Barkensjo 2003; Roberts, Varki & 
Brodie 2003; Wilmshurst & Mackay 2002:115 and Swartz & Iacobucci 2000:330-
331). For a meaningful relationship to exist between a service provider and a 
client, these dimensions should be present during the two parties‟ interactions. 
 
 Trust refers to the confidence in the dependability of one party to act in the 
long-term interests of the other party. Trust exists between the parties in a 
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relationship when one party believes that another party can be depended 
on (Beckwith 2001:180). Bruhn and Georgi (2006:138) state that the 
central task of relationship marketing lies in building trust between the 
parties involved. Gummesson (2008:32) also emphasises that the success 
of a relationship can be credited to trust. In the banking industry, for 
example, clients trust the bank if they believe the bank always acts in their 
best interests.  
 The mutual state where two parties act in such a way that a bond is 
developed is called bonding. Bonding is a formal rather than emotional 
connection between a service firm and its clients (Bruhn & Georgi 
2006:120). In the banking industry, for example, clients have a strong 
bond with their bank if they will not switch to another bank and if they feel 
part of the bank‟s valued client base. 
 Concern exists when two parties have an appreciation of and a caring 
emotional feeling for each other. When there is such concern, each party 
will consider the viewpoint of the other party in negotiations and 
interactions. In the banking industry, for example, concern is evident if 
clients and bank employees care about each other and show each other 
respect during negotiations.  
 Reciprocity occurs when the cooperation between two parties leads to 
benefits for both parties. In the banking industry, for example, reciprocity 
occurs when a banking relationship leads to benefits for both the banking 
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institution (such as income in the form of bank charges or fees) and the 
client (such as the security of funds).  
 Loyalty refers to the emotional and psychological commitment between 
parties. In the banking industry, for example, clients are loyal to a specific 
bank if they always return for existing and new banking products and 
services. Banks are loyal if they always listen to their clients‟ enquiries and 
focus on assisting them with all their banking needs.  
 
Following the discussion on the five dimensions of a firm-client relationship, it is 
now clear that the following question should be asked: How can service firms 
ensure the existence of these five dimensions in their relationships with their 
clients? In other words, which strategies can be employed by firms in order to 
build and maintain client relationships? Possible strategies for effective 
relationship marketing are discussed below. 
 
(b) Strategies to build and maintain client relationships 
As mentioned above, firms strive to establish client relationships; however, firms 
also focus on maintaining important client relationships. Various strategies exist 
that firms may implement in order to build and maintain client relationships.  
 
The following are key aspects that firms should focus on and strategies that firms 
should implement regarding these aspects in order to ensure successful 
relationship marketing strategies, especially CRM technological implementations: 
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 The correct balance between the processes to change in the firm and the 
technological enablers that is necessary (Johnson 2004:22); 
 Executive management‟s support of the relationship marketing strategy is 
needed (Brink & Berndt 2008:191);  
 A shared vision by management and employees is required; 
 Organisational change is vital (Johnson 2004:22), for example, for 
relationship marketing to be effective, a firm might need to change its 
organisational culture to be more customer-centric; 
 The decentralisation of authority and decision-making power is necessary 
in some industries (Brink & Berndt 2008:200); 
 The firm should determine the level of skills and extent of knowledge 
possessed by employees as required by relationship marketing (Brink & 
Berndt 2008:192,194), in other words, the firm should determine and 
initiate the training required by employees;  
 Changes in technology are imperative, for example, changes in the 
methods used for data management (Brink & Berndt 2008:203 and 
Johnson 2004:22); 
 Process changes in the firm are required (Brink & Berndt 2008:192), for 
example, a change in the client complaint handling process; and 
 Firms should appoint client leaders to guide a group of employees to focus 
on and continuously improve on relationship marketing efforts (Brink & 
Berndt 2008:210-202). 
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These focus areas and strategies, among others, should be implemented by 
firms to ensure successful relationship marketing, i.e. the building and 
maintaining of relationships with profitable clients. 
 
As mentioned previously, the other aspect to be focused on in this study is 
customer retention. Customer retention will be the focus of the sections to follow. 
  
2.4 CUSTOMER RETENTION DEFINED 
Many studies (Jones, Mothersbaugh & Beatty 2000 and Colgate, Stewart & 
Kinsella 1996) have shown that a firm‟s most important asset is its existing client 
base. Therefore, it is important for firms to keep their existing clients and to make 
sure these clients do not defect to competitors. 
 
Customer retention refers to the longevity of a client‟s relationship with a product 
and/or service providing firm (Menon & O‟Connor 2007:157). A firm with effective 
customer retention convinces their clients to stay with the firm (Bruhn & Georgi 
2006:18). Buttle (2004:298) defines customer retention as the number of clients 
doing business with a firm at the end of a financial year expressed as a 
percentage of those who were active clients at the beginning of the year. 
According to Ferrell, Hartline and Lucas (2002:105), a firm‟s customer retention 
rate shows the percentage of clients who are repeat purchasers. Ferrell et al. 
(2002:105) emphasise that this number should remain consistent or grow slowly. 
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Customer retention may lead to many benefits for a firm (as will be seen in 
paragraph 2.4.2 below); however, the main benefits are the resultant cost 
savings, word-of-mouth recommendations and increase in revenue.  
 
Following the above discussion, it is evident that customer retention embraces a 
long-term view, a desire to prevent clients from defecting as well as a means of 
increasing income by retaining or maintaining existing clients. If a bank has 
successful relationships with its clients, the clients might not want to switch to 
another bank, and therefore the customer retention of the bank will be higher. 
However, the extent of customer retention of a firm may be influenced by many 
variables, including the firm‟s degree of relationship marketing.  
 
As mentioned in Chapter one, this study will investigate the possible influence of 
relationship marketing on the customer retention of retail banks in South Africa, 
Canada and the UK, from both the viewpoints of banking clients and bank 
managers. However, because many authors use the terms interchangeably, it is 
important to now differentiate between customer retention and customer loyalty 
before discussing the link between relationship marketing and customer retention 
in banks. 
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2.4.1 DIFFERENTIATING BETWEEN CUSTOMER RETENTION AND CUSTOMER 
LOYALTY 
It is important to note that some authors use the concepts customer retention and 
customer loyalty interchangeably; however, this can cause confusion among 
academics, students and role players in industry. As the concept customer 
retention was defined in the section above, this section will focus on ensuring a 
better understanding of the concept customer loyalty.  
 
Customer loyalty can be defined as a consumer‟s sustained commitment to a 
firm as demonstrated by repeat purchases, an increased amount of money spent 
with the firm and positive word-of-mouth referrals (Customer loyalty: The new 
competitive advantage 2006:2). According to Jacoby and Kyner (1973), 
marketing literature defines customer loyalty in two ways. Firstly, customer 
loyalty is defined as an attitude, as in the case of Fornier‟s (1994) definition. This 
definition of customer loyalty motivates that different feelings create a 
consumer‟s overall attachment to a product and/or service or a specific firm. 
These feelings define the consumer‟s purely cognitive degree of loyalty. Other 
authors in marketing literature define customer loyalty based on the behaviour of 
consumers. According to the viewpoints of these authors (including Yi, Y. 1990 
IN Zeithaml 1990), a consumer is loyal when displaying certain behaviours, for 
example, continuously purchasing products and services from the same firm or 
recommending the firm to others.  
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 Because of the involvement of the feelings and attitudes of consumers when 
considering their loyalty, customer loyalty is difficult to measure. However, 
Anderson and Sullivan (1993) showed that higher customer loyalty may lead to 
higher customer retention as it may minimise the likelihood that consumers will 
defect or switch to a competitor. 
 
 Authors such as Calik and Balta (2006:135-136) use customer retention and 
customer loyalty interchangeably because the authors mention that an 
advantage of customer loyalty is the fact that the retaining of satisfied 
consumers, in other words customer retention, leads to word-of-mouth 
recommendations. Thus, Calik and Balta (2006) view customer retention and 
customer loyalty as the same concept. 
 
 However, according to Ennew and Binks (1996b:221), it is important to 
differentiate between customer retention and customer loyalty. Essentially 
customer loyalty is seen as preceding customer retention. Customer retention is 
viewed as a behavioural construct whereas customer loyalty is seen as an 
attitudinal construct. Thus, Ennew and Binks (1996b) state that while attitudes 
and behaviours are related, a positive attitude (customer loyalty) does not always 
result in continued patronage, in other words customer retention.   
 
It is evident from the above section that most authors differentiate slightly 
between customer retention and customer loyalty. Most authors regard customer 
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retention as the ability of a firm to keep existing clients (they would not switch to 
a competitor) and customer loyalty as a precedent to customer retention when 
clients are loyal to a firm through repeat purchases (but still with the possibility of 
switching to a competitor). Therefore, for the purpose of this study, the concept 
customer retention will be used when referring to the banks‟ abilities in keeping 
existing clients and ensuring that clients do not switch to competitors. 
 
2.4.2 ADVANTAGES OF CUSTOMER RETENTION 
The importance of customer retention has been briefly shown in the sections 
above; however, it is necessary to highlight the major advantages of customer 
retention to firms and their clients. 
 
(a) Benefits from customer retention to clients 
If there is a relationship between a firm and a client (thus successful relationship 
marketing) and the firm effectively retains this client (customer retention), it is 
evident that the client receives the same benefits from customer retention as 
from relationship marketing (as discussed previously). 
 
In addition to the client benefits mentioned in paragraph 2.3.3 above, there are a 
number of additional benefits that apply to clients when they are retained by a 
firm (thus successful customer retention). According to Buttle (2004:26-27) these 
benefits include recognition, personalisation, power, risk reduction, status and 
affiliation. A discussion of these benefits follows below: 
 91 
 Retained clients feel more valued when recognised and addressed by 
name by firm employees. 
 Products and services may be personalised (customised) by a firm for its 
retained (valued) clients, as the firm knows these clients better through 
many encounters. 
 Some retained clients feel they have “power” in demanding special 
product and service offerings through relationships with a particular firm. 
 Retained clients may feel their risk of acquiring, maintaining or making use 
of a particular product and/or service is reduced because of their 
relationship with the provider firm.  
 Retained clients may receive the benefit of enhanced status levels as a 
consequence of their relationship with a particular firm. 
 A permanent relationship with a firm (such as a retained client) may 
ensure feelings of affiliation for clients. 
 
(b) Benefits from customer retention to firms 
As stated, customer retention can lead to many benefits for firms, including cost 
savings, word-of-mouth recommendations and an increase in revenues and 
profits. In addition, Reichheld and Sasser (1990:105) state that client defections 
(the opposite of customer retention, i.e. where a firm loses its clients) have a 
surprisingly powerful, and thus negative, impact on the “bottom line” or profits of 
a firm.  
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It is a known fact that acquiring a “new” client costs more than retaining an 
existing one (Brink & Berndt 2008:43). Farquhar (2003:395) indicates that 
customer retention can improve revenue by decreasing the costs incurred in 
acquiring new consumers. Research by Ennew and Binks (1996b:229) indicated 
that it is more cost-effective for a firm to maintain current clients than to acquire 
new clients. According to Buttle (2004:17) the main benefit from customer 
retention is the reduction in a firm‟s marketing costs. Buttle (2004:16-17,301) also 
shows that improving customer retention rates increases the size of a firm‟s client 
base and that a larger client base ensures better financial performance for the 
firm. 
 
Regular clients tend to place frequent and consistent orders, thereby decreasing 
the costs of servicing existing clients (Brink & Berndt 2008:43). Buttle (2004:301) 
also shows that customer retention leads to clients spending more at the 
particular firm. According to Kotler (2000:48), retained clients buy more as the 
firm introduces new products and/or services. Thus, as the relationship between 
a firm and its clients grow and they become retained clients, they grow to trust 
the firm and its products and services. Therefore, these clients are willing to 
increase their purchases from the firm. 
 
According to Brink and Berndt (2008:43), efforts to retain clients cause barriers 
for potential competitors to enter the market and make it difficult for existing 
competitors to increase their market share. This is also due to the fact that 
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customer retention results in firms‟ better understanding their clients (because of 
more interactions), and therefore firms can ensure an improvement in customer 
satisfaction. Colgate et al. (1996) indicate that existing clients are less sensitive 
to competitive marketing activities, for example, price wars. Kotler (2000:48) also 
states that retained clients pay less attention to competitors; this results in more 
difficulty for other firms to compete for market share. 
 
Firms can also gain word-of-mouth recommendations through satisfied and 
retained consumers and therefore are in a position to charge a price premium 
(Kotler 2000:48 and Reichheld & Sasser 1990). Brink and Berndt (2008:43) also 
state that long-time (retained) clients tend to be less price sensitive and therefore 
allow firms to charge a slightly higher price for products and services before 
becoming dissatisfied. Buttle (2004:301-302) also emphasises the benefits of 
client referrals and premium prices from customer retention.  
 
Improved customer retention can also lead to an increased level of employee 
satisfaction (Brink & Berndt 2008:43) as employees notice the positive results of 
retained clients and as they receive additional employee benefits for the 
improved customer retention levels. An increase in employee satisfaction, and 
thus also employee retention, can lead to other resultant benefits for the firm, for 
example, lower absenteeism and employee turnover rates. This may lead to 
additional cost savings for the firm. 
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Karakostas et al. (2005:855) indicate that customer retention may lead to 
additional revenues for a firm. A 5% increase in customer retention may result in 
an 18% reduction in operating costs. This is especially important to banks 
because banks generally regard at least 80% of their profits to be gained from 
only 20% of their clients (Karakostas et al. 2005:855). 
 
Reichheld (1996) indicates that customer retention is a key driver of a firm‟s 
profitability. Research has shown that a 5% increase in customer retention can 
increase a firm‟s profits by between 20-100% (Reichheld, Markey & Hopton 
2000). One reason for the increase in profits might be the cost saving brought 
about by customer retention. According to Karakostas et al. (2005:855), acquiring 
new clients is five times more expensive than generating repeat business from 
existing clients. Thus, through customer retention the funds spend on acquiring 
“new” clients can be used for other firm activities, such as sending regular 
newsletters to existing clients. Bruhn and Georgi (2006:18) also indicates that 
profits increase when firms retain clients, as the longer the duration of a firm-
client relationship, the more profitable the relationship becomes. 
 
2.4.3 DISADVANTAGES OF CUSTOMER RETENTION 
 Logically, the main disadvantage of customer retention occurs when a firm 
retains the “wrong” consumers. In other words, if a firm retains its current 
unprofitable consumers, the firm will not benefit as it will not receive the benefits 
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from focusing on and retaining profitable consumers (as discussed in the section 
above). 
   
 The disadvantage of customer retention experienced by the clients of a firm 
occurs when a firm uses negative customer retention strategies. Negative 
customer retention strategies “lock the consumer in” by penalising the consumer 
for an exit from the firm-client relationship (Buttle 2004:303). In other words, if a 
firm penalises the consumer when he/she wants to switch to a competitor‟s 
products and/or services, the firm implements customer retention strategies 
through “negative” methods. This may result in disadvantages for the consumer, 
such as high switching costs and more administration (paperwork) before being 
able to switch firms. In addition, consumers may now have negative attitudes 
toward the firm “locking them in” and the consequence thereof may be negative 
word-of-mouth communications. Barnes and Howlett (1998:21) also indicate that 
forcing clients to deal with a firm does not contribute to quality and positive firm-
client relationships. 
 
2.4.4 STRATEGIES TO INCREASE CUSTOMER RETENTION 
 As indicated above, some firms use negative customer retention strategies but 
this can result in many disadvantages for both the consumer and firm. This 
section highlights the positive strategies to be implemented by firms in order to 
retain their valuable, profitable consumers. 
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 According to Buttle (2004:303) a firm implementing positive customer retention 
strategies rewards clients for remaining a firm “supporter”, in other words, a 
consumer of the firm‟s products and services. 
 
Brink and Berndt (2008:42) indicate that customer satisfaction is one of the key 
elements of customer retention as the more satisfied the client is, the more 
durable the relationship is. Thus, the more satisfied a client is, the more unlikely it 
is that that client will switch to another competitor. Buttle (2004:304) confirms that 
to ensure customer retention firms definitely need to meet and also to exceed 
consumer expectations with regard to the required product and service. The 
author states that the firm needs to have client insight or knowledge to delight or 
pleasantly surprise the consumer with the product and service offerings. 
Linking to the above, Buttle (2004:307) emphasises that a firm needs to find 
ways to add value to consumers if the firm aims for customer retention. 
According to Buttle (2004:307-313) as well as Peelen (2005:175), value can be 
added to consumers through, for example, loyalty programmes, where 
consumers are rewarded for purchases through a point-system. The system, 
where points are accumulated by consumers based on the timing and volume of 
their purchases, can result in cash-back advantages or special prices for 
consumers. 
 
 According to Brink and Berndt (2008:43), firms need to focus on customer 
migration in order to improve customer retention. In other words, a firm needs to 
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investigate changes in the clients‟ spending with the firm. The firm needs to 
identify whether there is upward migration (more spending) or downward 
migration (less spending), as downward migration may be an indication of 
possible defection (switching to a competitor). Therefore, if a firm wants to 
ensure customer retention, it needs to identify downward migration by profitable 
clients early in order to decrease the possibility of defection through the 
implementation of appropriate strategies. 
 
 As mentioned before, it is important to identify the market segment of clients to 
focus on before implementing relationship marketing strategies (see section 2.3.2 
above). The same applies before deciding on the implementation of customer 
retention strategies: First identify the segment of clients to focus the customer 
retention efforts on. Brink and Berndt (2008:185) identified strategies for firms to 
retain their group of “true friends” clients. The authors divided the clients into four 
groups based on their length of lifetime value to the firm (long-term or short-term 
clients) and their profitability. The four groups of clients are “butterflies” (high 
profitability but short-term clients), “strangers” (low profitability and short-term 
clients), “barnacles” (low profitability but long-term clients) and “true friends” (high 
profitability and long-term clients). The authors indicate that firms should focus 
their customer retention efforts on the “true friends” group. Brink and Berndt 
(2008:187) recommend spaced communications and efforts to achieve attitudinal 
and behavioural loyalty as the strategies to be implemented in order to retain 
“true friends”. The authors suggest that practical strategies that can be used to 
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retain this group of clients are e-mails with special product and services offering 
and access to special firm events. 
  
 As mentioned, the influence of relationship marketing strategies on customer 
retention in the banking industry will be investigated in this study, and therefore 
this topic is the focus of the next section. 
 
2.5 THE INFLUENCE OF RELATIONSHIP MARKETING ON CUSTOMER 
RETENTION 
 Selected studies have previously shown that a link exists between relationship 
marketing and customer retention. 
 
A study by Karakostas et al. (2005:857) showed that 71% of the firms‟ 
respondents indicated that their relationship marketing strategies were 
implemented with the purpose of ensuring client satisfaction. It is known that 
when a client is satisfied with a firm‟s products and services, the client will most 
likely not switch to a competitor firm. Thus, the higher a firm‟s client satisfaction 
levels are, the higher a firm‟s customer retention rate is. In effect, the above 
mentioned study by Karakostas et al. (2005) indicates that 71% of the firms‟ 
respondents motivated the implementation of their relationship marketing efforts 
as possibly leading to higher customer retention rates. 
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 Johnson (2004:22) also indicates that firms have based their revenue-building 
strategies on improving customer retention on the basis that there is less effort 
required to sell more to existing customers, than there is effort required to win or 
acquire new ones, i.e. through relationship marketing focused on maintaining 
client relationships. Peppard (2000:321) indicates that customer retention would 
be maximised by matching product and service levels more closely to client 
expectations, which is possible through proper relationship marketing. 
 
 Eid (2007:1026) regards customer retention as the guide to measure the CRM 
success of a firm, thus suggesting a link between relationship marketing and 
customer retention. Menon and O‟Connor (2007:157) also suggest that firms 
should focus more strongly on the components of a CRM strategy (i.e. 
relationship marketing) that will increase customer retention. 
 
 According to the study of Eid (2007:1034), the relationship quality (thus the 
degree and extent of relationship marketing) of banks has a direct and positive 
effect on customer retention. Overall, this study by Eid (2007) showed that 
acquiring a better understanding of existing clients allows firms to more 
effectively interact with, respond to and communicate with clients, and this 
significantly improves customer retention rates. Thus, relationship marketing can 
be regarded as a facilitator of customer retention strategies. As explained before, 
various studies over a number of years have identified a link between 
relationship marketing and customer retention (Bergeron et al. 2008; Ackermann 
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& Van Ravensteyn 2005; Wilmshurst & Mackay 2002:346 and Mudie & Cottam 
1999:257), and specifically in service industries (Swartz & Iacobucci 2000:96). 
 
 Thus, research has shown a relationship between relationship marketing and 
customer retention; however, no study has solely focused on this relationship in 
the banking industries of South Africa, Canada and the UK. In addition, no study 
has specifically investigated this relationship as perceived by both banking clients 
and bank managers. Therefore, the above is the focus of this study, as explained 
earlier in Chapter one. 
 
2.6 SUMMARY AND CONCLUSIONS 
This chapter placed the concepts of relationship marketing and customer 
retention in perspective. The definition, importance and benefits of successful 
relationship marketing were highlighted. The possible disadvantages of 
relationship marketing were identified and a distinction between relationship 
marketing and CRM was provided. The dimensions of a relationship, thus the 
constructs to be used by firms to measure their relationship marketing efforts, 
were discussed, and the section concluded with possible strategies for 
relationship marketing implementation. In addition, the concept customer 
retention was discussed in detail, covering its definition, significance and 
advantages for service firms. A comparison between customer retention and 
customer loyalty was also provided. The literature section of this chapter 
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concluded with a discussion on the link between relationship marketing and 
customer retention. 
 
As mentioned in Chapter one, the purpose of this study is to identify the 
independent variables that influence the degree of relationship marketing in 
banks (the intervening variable) as well as the influence of relationship marketing 
on the customer retention (dependent variable) of banks. The empirical 
investigation will be done from both the viewpoints of banking clients and bank 
managers of banks in South Africa, Canada and the UK. Therefore, the business 
environment, relationship marketing and customer retention of South African 
banks in particular will be discussed in the next chapter.  
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CHAPTER THREE 
THE SOUTH AFRICAN BANKING INDUSTRY 
   
3.1 INTRODUCTION 
Having discussed the theoretical dimensions of relationship marketing and 
customer retention in Chapter two, it is now apt to focus on the business 
environment of South African banks and the condition of their relationship 
marketing efforts and customer retention rates. This chapter will first focus on the 
current situation and role of the banking industry in South Africa. Various aspects 
of relationship marketing and customer retention, as presented in the previous 
chapter, will be applied to South African banks. 
 
This chapter will address two secondary research objectives, namely to execute 
a secondary study relating to the South African banking industry and to 
investigate the importance of relationship marketing and customer retention in 
South African banks. Therefore the chapter will provide a literature overview 
relating to the banking industry in South Africa and also investigate the 
importance of relationship marketing and customer retention in the South African 
banking industry. 
 
In particular this chapter will commence with a discussion on the importance and 
role of the South African banking industry. The challenges facing South African 
banks, internationally and locally, will be examined. The participants and role 
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players in the South African banking industry will be identified in this chapter. 
Finally, relationship marketing and customer retention in South African banks will 
be discussed.   
 
3.2 THE IMPORTANCE AND ROLE OF THE SOUTH AFRICAN BANKING 
INDUSTRY 
The financial stability of a country is an important prerequisite for economic 
growth, and in this regard the financial services industry, specifically the banking 
industry, plays a decisive role in the economic growth of South Africa.  
 
In 2008, the banking, insurance, accountancy, legal and other services that 
comprise the financial services industry in South Africa accounted for 
approximately 20% of the country‟s GDP. This amounts to approximately R161 
billion. Financial service firms listed on the Johannesburg Securities Exchange 
(JSE) represented more than 16% of the total market capitalisation in 2009. 
Market capitalisation refers to the firms‟ number of issued shares multiplied by 
the current share prices. The figure indicates that, in terms of their size, the 
financial services firms represent the top 16% of the All Share Index. The actual 
figure amounted to 16.89% in May 2009. The four major banking groups, ABSA, 
FNB, Nedbank and Standard Bank, accounted for 8.91% of the total market 
capitalisation in 2009. The financial services industry employs approximately 7% 
of the total working population in South Africa. (Financial Services Industry in 
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South Africa 2003; Profile‟s Stock Exchange Handbook July 2004 - December 
2004 and Profile‟s Stock Exchange Handbook February 2010 - May 2010).  
 
It is evident from the above information that the South African banking industry 
plays an important part in the stability of the country‟s economy. In addition, 
according to Appel (2008), the financial services industry has been identified as 
one of the two most significant contributors to growth in South Africa‟s service 
sector; the other being construction. The efficiency of South Africa‟s financial 
system, including its banking industry, is of paramount importance to ensure the 
efficiency of the complete economy (Competition in South African Banking 
2004:4). If a country wishes to attract investments, it must have a solid and 
profitable banking industry (Goosen et al. 1999:187). The functions performed by 
the banking industry affect all aspects of a country‟s economy and are central to 
the overall performance of the economy.  
 
Banks are financial institutions and act as intermediaries between investor 
individuals and firms, who are the suppliers of funds, and those individuals and 
firms who raise funds (Firer, Ross, Westerfield & Jordan 2008:17). For this 
reason banks are important to the economy: They provide a channel for linking 
those with excess funds with those in need of funds. These institutions play an 
important role in determining the quantity of money in the economy, and their 
financial products and services have expanded the methods currently available 
to invest savings and finance needs (Thomas 2006:3,7 and Heffernan 2005:1).  
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Banks offer five main categories of services, namely cash accessibility, asset 
security, money transfers, loans and financial advice (Meidan 1996:8). Banks 
need to make clients‟ funds available to them through various mediums, as 
required. Banks provide asset security to its clients through safes and by 
ensuring the safety of money deposits. Money transfers refer to the banking 
service of moving clients‟ funds from one account to another, including payment 
services to external parties. A bank needs to provide the service of loans or 
deferred payments to its clients. Lastly, banks provide financial advice, including 
advice on investments, wills, taxation, leasing, mergers and personal financial 
planning.  
 
South Africa‟s commercial banks (also referred to as retail banks) are engaged in 
practically every monetary transaction that takes place in the country. This 
ranges from cheque processing and the provision of cash to the electronic 
transmission of funds and the handling of credit and debit card transactions. 
These transactions are handled through a substantial distribution network of 
branches, agencies and automated teller machines (ATMs). Additionally, banking 
services are provided through telephone, cell phone and Internet banking. The 
major banks offer services to both individual and corporate clients.  
 
According to the Banks Act (Act No. 1 of 1990), in South Africa, only a public 
company that is registered as a bank with the Registrar of Banks is permitted to 
conduct financial services (Industry Overview and Database of the South African 
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Banking Industry 2001:3). At the end of December 2007, 33 banking institutions 
were registered with the Office of the Registrar of Banks. At the same time, 46 
foreign banks had offices in the country, and in total, the banking industry 
employed 139 149 people as at the end of 2007. (South Africa Yearbook 
2008/09:229-230). 
 
The South African banking industry consists of a range of participants, including 
local niche banking groups, for example, Investec that focuses on private  
banking; global (and foreign) banks, for example, HSBC and Citibank; as well as 
the four well-known major banks (Metcalfe 2009:6). The four major banking 
groups are present in all nine provinces of South Africa and collectively held 
85.1% of the total assets (approximately R2 168 billion) of the banking industry  
at the end of 2007 (South Africa Yearbook 2008/09:230). Therefore, the South 
African banking industry can be regarded as an oligopoly; an oligopoly is a 
market situation where there are a few dominant players (suppliers of products 
and services) and many clients (Haberberg & Rieple 2008:126 and Hough, 
Neuland & Bothma 2003:10). In other words, there is a high demand for the 
products and services but only limited supply. With the four major banks 
controlling over 85% of the banking industry, this South African industry operates 
as an oligopoly, which makes it a highly competitive industry. Studies by 
Okeahalam (2006 and 2007) confirm that the South African banking industry can 
be regarded as an oligopoly with low levels of productive efficiency and market 
power.  
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In spite of the industry environment being an oligopoly, the success of banks in 
South Africa is important because of their contribution to the country‟s national 
employment rate and financial stability. According to the South Africa Yearbook 
(2007/08:290), the banking industry collectively employed 115 734 employees at 
the end of 2006 and, as mentioned, this figure increased to 139 149 employees 
at the end of 2007 (South Africa Yearbook 2008/09:230). The 20% increase in 
the number of banking employees in two years confirms the contribution of the 
banking industry to the employment rate of South Africa. It is therefore imperative 
for banks to be successful in order for them to continue their employment 
contribution to the country. Currently the South African banking industry 
compares well with most of the other banking industries in First World countries. 
The South Africa Yearbook (2008/09:230) reports strong profitability ratios for 
South African banks. Yet, this banking industry serves a market that is relatively 
small when compared to international standards, and the South African banking 
industry only grows by five to six percent annually (Banking 2004:150). In fact, 
the banked segment of the South African population has decreased from 62.7% 
in 2008 to 59.8% in 2009 (Finscope South Africa 2009). 
 
3.3 MAJOR ROLE PLAYERS IN THE SOUTH AFRICAN BANKING INDUSTRY 
In 2009 the four major banks collectively employed 122 000 people, had 34.5 
million accounts, 2 786 branches and 19 451 ATMs throughout the country 
(Metcalfe 2009:11). It is expected that the four major banks will grow 
substantially in all major banking areas over the next few years. The big four 
 108 
banks forecast that, by the year 2012, their combination of retail accounts will 
amount to 42 million (a 22% increase); their number of employees will equal   
125 000 (a 3% increase); their branches will increase to 2 910 (a 5% increase); 
and their ATMs will total 22 500 (a 16% increase) (Metcalfe 2009:11). Each of 
the four major retail banks will now be discussed separately. 
 
3.3.1 AMALGAMATED BANKS OF SOUTH AFRICA (ABSA) 
The banking group, now known as ABSA, was founded in 1986 and was listed on 
the JSE during the same year (Profile‟s Stock Exchange Handbook February 
2010 - May 2010). However, only in 1996 was ABSA formed through an 
amalgamation of four South African banks, namely Allied Bank, Trust Bank, 
United Bank and Volkskas (Bosch et al. 2006:743). 
 
ABSA provides financial products and services by following a customer-oriented 
approach. Its main target market is South Africans in the middle income class 
who earns between R40 000 and R400 000 per year. ABSA also attempts to 
focus on the youth, student and senior markets. (ABSA Group Annual Report 
2004:120).  
 
Barclays Bank Plc took control of ABSA in 2005 (Whitfield 2006:12) and now 
owns 58.6% of ABSA (Metcalfe 2009:67). ABSA operates in South Africa, 
Mozambique (Barclays Bank Mozambique SA), Angola (Banco Comercial 
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Angolano) and Tanzania (National Bank of Commerce) (Metcalfe 2009:67 and 
ABSA Group Limited 2008:12). 
 
ABSA employed more than 33 000 people in its retail banking division in 2008 
and at the time approximately 45 000 people were employees of the whole ABSA 
Group (Whitfield 2008b:29). According to the Profile‟s Stock Exchange Handbook 
(February 2010 - May 2010), ABSA currently has 36 920 permanent employees. 
It has 10.7 million South African banking clients (Metcalfe 2009:67) and was the 
first South African bank acquiring one million Internet banking clients (Van Zyl 
2009). Additionally, Van Zyl (2009) explains that ABSA has grown steadily over 
the last five years (2004 - 2009) and is financially strong. In June 2009, the ABSA 
Group‟s ordinary shareholders‟ interest amounted to R46 899 million, with its 
total assets accumulated to R754 312 million (Profile‟s Stock Exchange 
Handbook February 2010 - May 2010). At the end of 2009 the ABSA Group had 
a market capitalisation of over R92 billion (ABSA Overview n.d.). In terms of its 
financial return performance, the ABSA Group reported a return on shareholders 
funds of 13.73% and an operating profit margin of 56.84% at the end of June 
2009 (Profile‟s Stock Exchange Handbook February 2010 - May 2010). In 2008, 
ABSA was ranked in position three (in terms of size) in the South African banking 
industry (The Banker: The Banker Awards 2008) and is currently regarded as a 
leader in retail banking in the country (ABSA Group Limited 2008:2). 
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In terms of mergers and acquisitions, ABSA has acquired stakes in Woolworths 
Financial Services Limited, Glenrand MIB Benefit Services Limited and Meeg 
Bank Limited in 2008 (ABSA Group Limited 2008:1). 
 
In 2008 ABSA was awarded the “Number-one Banking Brand” and “Coolest 
Bank” titles for the third consecutive year and was rated as the leading financial 
services institution among the top five employers in South Africa. In terms of 
ethical achievements in 2008, the ABSA Group was identified as the leader in 
corporate social investment. ABSA‟s most recent highlights include their 
increased levels of customer service (as measured by the Ask Afrika Orange 
Index survey) and their increased use of technological product and service 
delivery channels. (ABSA Group Limited 2008:3,5,55). 
 
Goals of ABSA, in terms of their retail banking include an increased focus on 
client retention, better communication with clients to ensure added word-of-
mouth recommendations to attract new clients and the acquisition of highly 
skilled and talented employees (ABSA Group Limited 2008:4). These goals show 
that ABSA regards elements of relationship marketing and client retention, 
including communication and knowledgeability (as briefly highlighted in Chapter 
one and to be fully discussed in Chapter five) as important focus areas. Another 
possible element of relationship marketing, namely personalisation (as 
mentioned in Chapter one and a focus area in Chapter five), is essential to 
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ABSA‟s operations as they tailor their product and service solutions to suit each 
individual client‟s financial needs (ABSA Group Limited 2008:5). 
 
Showing their commitment to putting clients first, ABSA realised their customer 
experience policy in 2008 by guiding every ABSA employee on service 
commitments to clients. The customer experience policy includes customer 
retention techniques to be used in ABSA‟s banking strategies. (ABSA Group 
Limited 2008:58-59).  
 
3.3.2 FIRST NATIONAL BANK (FNB) 
FNB is part of the FirstRand Ltd financial services group listed on the JSE and 
the Namibian Stock Exchange (Profile‟s Stock Exchange Handbook February 
2010 - May 2010).  
 
FNB was formed as the Eastern Province Bank in Grahamstown in 1838. 
Following a number of acquisitions and take-overs, the First National Bank of 
South Africa Limited emerged as a wholly South African owned and controlled 
entity in 1987. (The History of First National Bank n.d.). A major development in 
the bank‟s history occurred in 1998 when the financial services interests of Rand 
Merchant Bank Holdings and Anglo-American were merged to form FirstRand 
Limited. FNB became a wholly owned subsidiary of FirstRand and currently 
trades as a division of FirstRand Limited. 
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The bank offers a range of banking products and services and also has 
operations in Swaziland, Botswana and Namibia. (The History of First National 
Bank n.d.). FNB focuses on the South African market and provides niche 
products and services to selected international markets (Profile‟s Stock 
Exchange Handbook February 2010 - May 2010). Angola and Zambia are among 
some of the East and West African countries that are being investigated as 
possible areas for increased FNB operations. FNB‟s international growth 
prospects focus on a possible presence in India (where the bank already has a 
representative office in Mumbai) and Brazil. (FirstRand Annual Report 2008:13).  
 
Approximately 31 000 employees were employed by FNB at the end of 2008 
(Metcalfe 2009:67). In June 2009 FirstRand Ltd reported that its ordinary 
shareholders‟ interest amounted to R45 485 million and it realised a return on 
shareholders‟ funds of 12.48%. The FirstRand Group‟s market capitalisation 
amounted to over R99 billion in December 2009. (Profile‟s Stock Exchange 
Handbook February 2010 - May 2010). According to statistics in The Banker 
(2008), FNB was ranked second largest in the South African banking industry in 
2008. 
 
3.3.3 NEDBANK 
Nedbank Group Ltd is a bank holding company, and its retail banking division 
operates through Nedbank Ltd and Imperial Bank Ltd. The bank has been listed 
on the JSE since 1969 (Profile‟s Stock Exchange Handbook February 2010 - 
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May 2010). Nedbank is currently South Africa‟s fourth largest bank (Metcalfe 
2009:67 and The Banker 2008) and their current strategy is to gain market share 
through increasing their number of branches and ATMs (Whitfield 2009:47). The 
Nedbank Group operates in Southern Africa through its two banking subsidiaries 
Nedbank Limited and Imperial Bank Limited (in which it owns a 50.1% stake). 
The group mainly operates in South Africa and has additional presence on the 
African continent with facilities in Lesotho, Malawi, Namibia, Swaziland and 
Zimbabwe (Profile‟s Stock Exchange Handbook February 2010 - May 2010). 
Nedbank also caters for the needs of its international clients with branches and 
offices in London and on the Isle of Man (Profile‟s Stock Exchange Handbook 
February 2010 - May 2010). At the end of 2008 Nedbank employed 27 000 
employees. (Metcalfe 2009:67) and within six months, in June 2009, Nedbank‟s 
employees increased to 27 381 (Profile‟s Stock Exchange Handbook February 
2010 - May 2010). 
 
Nedbank grows their primary clients with approximately 10% per year, and during 
2008 the bank acquired 590 000 new clients. This means that Nedbank‟s retail 
clients increased with 10% in 2008 to over 1.1 million, with its Mzansi clients (the 
Mzansi account is for lower-income clients) at a total of 100 000. Nedbank owns 
18.7% of the Mzansi market in South Africa. (Nedbank Retail Management 2010 
and Nedbank Group Annual Report 2008). The bank‟s 2008 annual report states 
that the total number of clients of the Nedbank retail division is at 4.37 million in 
South Africa and the UK (Nedbank Group Annual Report 2008). In June 2009, 
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Nedbank‟s financial results revealed that its ordinary shareholders‟ interest 
amounted to R37 529 million, with its total assets accumulated to     R557 318 
million. The Group‟s market capitalisation was nearly R58 billion in December 
2009. Nedbank realised a return on shareholders‟ funds of 12.40% and an 
operating profit margin of 47.79% at the end of June 2009. (Profile‟s Stock 
Exchange Handbook February 2010 - May 2010). In both 2007 and 2008 
Nedbank was rated the top South African bank in the Ask Afrika Orange Index 
(Banking Sector Client Service) survey. Nedbank‟s own customer satisfaction 
surveys indicated that Nedbank‟s levels of client loyalty increased over the last 
few years. (Nedbank Group Annual Report 2008). 
 
In terms of banking fees, Nedbank decreased their fees in 2007 and 2008 and is 
therefore regarded as the most affordable bank, when considering the fee 
structures of the four major South African banks (Nedbank Group Annual Report 
2008). Nedbank‟s fees was regarded as the most justifiable and relevant in the 
report of the Jali Commission after their investigation on bank fees (charges) in 
South Africa (Whitfield 2009:47). 
 
Nedbank‟s operations expanded in Africa with its strategic alliance with Ecoback 
in 2008, and its banking network now covers 30 countries on the continent 
(Nedbank Group Annual Report 2008). 
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Nedbank is also known as South Africa‟s most socially responsible bank in terms 
of ethical aspects and can be regarded as the country‟s “green” and caring bank 
(Nedbank Group Annual Report 2008). 
  
According to Nedbank‟s Chief Executive‟s report of 2008, the employees of 
Nedbank rate the bank high on its ethical behaviour and clear communication 
(Nedbank Group Annual Report 2008). As will be seen in Chapter five, the 
aspects of ethics and communication may be regarded as key components of 
relationship marketing and customer retention, which suggests that Nedbank 
focuses on these marketing areas in order to be client-oriented. 
 
According to Ashton (2009), analysts identified the increase in geographical 
presence in Africa and abroad as Nedbank‟s biggest challenge. Another area 
that needs improvement is Nedbank‟s retail banking division because, although it 
has strong corporate and private banking divisions, the headline earnings of its 
retail banking division decreased with 93.5% for the six months ended June 2009 
because of increased bad debts (Ashton 2009). 
 
3.3.4 STANDARD BANK 
Standard Bank was founded in 1969 and listed on the JSE in 1970 (Profile‟s 
Stock Exchange Handbook February 2010 - May 2010). Standard Bank‟s 
operations extend over 17 African countries, and the bank also has operations in 
19 countries outside Africa. Standard Bank is known for its focus on providing 
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banking products and services to emerging markets. Approximately 30 000 
Standard Bank employees work in South Africa and in total the bank employs 
around 50 000 people worldwide. At the end of 2008, Standard Bank had a 
market capitalisation value of R127 billion. (Metcalfe 2009:67). According to the 
Profile‟s Stock Exchange Handbook (February 2010 - May 2010), Standard 
Bank‟s marketing capitalisation was standing at approximately R151 billion in 
December 2009. Standard Bank‟s key international markets are based in Europe, 
the Americas and Asia, with a total of 50 321 employees in June 2009 (Profile‟s 
Stock Exchange Handbook February - May 2010).  
 
Standard Bank reported its ordinary shareholders interest at the end of June 
2009 as R80 632 million and its total assets as 1 326 646 million (Profile‟s Stock 
Exchange Handbook February 2010 - May 2010). The Banker (2008) ranked 
Standard Bank as the number one participant in the South African banking 
industry.  
 
3.4 THE LINK BETWEEN SOUTH AFRICAN AND INTERNATIONAL RETAIL 
BANKS 
As this study focuses on the relationship marketing and customer retention of 
international retail banks, it is important to consider the links between South 
African and international retail banks. 
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As mentioned earlier, since 2005 the ABSA banking group is a partner to 
Barclays Bank Plc of the UK. The acquisition of ABSA by Barclays made ABSA 
the first South African bank to be the African partner of a major global bank. 
Since then Standard Bank has acquired a 33% stake in a Russian investment 
bank, Troika Diago, in 2009 (Metcalfe 2009:32). 
 
The South African banks are also competitors of HSBC, another UK owned bank, 
that has been operating in South Africa since 1995; at the end of 2008 they had 
approximately 200 employees in South Africa (Metcalfe 2009:70). 
 
Standard Bank has made several international acquisitions on different 
continents to strengthen their position in specific geographical areas. Standard 
Bank‟s acquisitions took place in Argentina, Kenya, Nigeria and Turkey. In 
addition, Standard Bank‟s most strategic move was the establishment of a 
partnership with the largest bank in China, the Industrial and Commercial Bank of 
China (ICBC). This move saw ICBC taking a 20% share in Standard Bank 
(Standard Bank Overview n.d.). 
 
As this study focuses on the relationship marketing and customer retention of 
South African, Canadian and UK banks, the major UK and Canadian banks will 
be discussed in Chapter four.  
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It is important to note that the actions of international banks also benefit South 
African banks. Some foreign banks exited the South African banking industry 
because of the recent difficult economic conditions (2007 - 2009), and this led to 
more opportunities for the four major banking groups to gain added market share 
(Metcalfe 2009:16). However, challenges in the South African market are still 
evident, as will be discussed in the next section.  
 
3.5 THE CHALLENGES FACED BY THE SOUTH AFRICAN BANKING INDUSTRY 
 Although South Africa, within the global banking community, constitutes only a 
small percentage of the global financial industry, banks in the country need to 
adjust to international trends and standards because of globalisation.  
 
The performances of South African banks were relatively stable during the global 
financial crisis between 2007 and 2009. Many authors agree that despite the 
global economic changes, South African banks have not been heavily affected by 
the recent global economic situation (2007 - 2009) as they use very little foreign 
funding and therefore remain profitable. (Duncan 2008 and South Africa 
Yearbook 2007/08:237). In 2008, the then Deputy Minister of Finance and Trade, 
Rob Davies, also mentioned that South Africa‟s financial industry has been 
relatively unaffected by the difficult global economic situation and emphasised 
that this is because of the domestic financial regulations such as the National 
Credit Act (Appel 2008). Metcalfe (2009:7) also comments that the National 
Credit Act helped slowdown the expansion of consumer credit, which was 
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subsequently a benefit for South African banks. In addition, Metcalfe (2009:7) 
mentions that both the successful implementation of Basel II by South African 
banks, which ensured superior risk management, and the strict control and 
regulation enforced by the Registrar of Banks positively contributed to the stable 
South African banking industry during the difficult economic times. South Africa‟s 
banking industry experienced less volatility than many international banks as the 
country‟s banking system is highly advanced with sophisticated, world-class risk 
management techniques (Nedbank Group Annual Report 2008). However, South 
African banks experience other types of problems and challenges and therefore 
the banking industry is always a focus area in the South African market as it 
needs to address the numerous challenges facing the banking industry 
participants.  
 
The major challenges in the South African banking industry were already 
highlighted in the Investec Group Limited‟s Chief Executive and Managing 
Director Review for the year ended 2000. This review states that the South 
African banking industry has entered and is experiencing its most challenging 
period from the year 2000 (Review by the Chief Executive and Managing Director 
– Investec Group Limited 2000). Since then, many South African changes, for 
example, of a political or regulatory nature, and the difficult global economic 
conditions (2007 - 2009), have added more challenges for the banking industry 
role players. 
 
 120 
The challenges to banks operating in South Africa include challenges resulting 
from globalisation; an increasingly competitive business environment; 
devaluations of banks‟ shares; government intervention in banking operations; 
and technological advancements affecting the industry. In addition, South African 
banks face challenges such as external partnerships; competition for the large 
un-banked segment of the population; changing client behaviour; and 
questionable banking fees. 
 
The various challenges faced by South African banks are discussed in the 
following sections. 
 
3.5.1 GLOBALISATION 
Deregulation and technological advancement in the business environment have 
affected the competitiveness of banks, necessitating merges and acquisitions in 
the industry (Moore & Siems 2003). Such developments have increased the 
pressure on banks to perform well in order to ensure support and loyalty from 
clients to successfully oppose the possibility of a takeover by a competitor.  
 
Globalisation remains a pertinent factor influencing South African retail banks. In 
the study by Metcalfe (2009:26) banks operating in South Africa indicated that 
globalisation is a key factor that affects their operations in the country. ABSA‟s 
highly successful growth strategy was criticised for being too reliant on the South 
African retail market (Whitfield 2006:13): This reveals the pressure placed on 
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South African banks to internationalise. The challenge for South African banks is 
to grow internationally and to find new markets. Many banks in South Africa are 
considering sub-Saharan expansion as a starting point for entering global 
markets (Crime tops banks‟ fear list 2007). 
 
Harris (2008a:13) mentions that South Africa has an overextended bank retail 
market. This leads to growth problems for banks because mergers and 
acquisitions are now viable and possible, which place added pressure on banks 
to ensure their own survival. Mergers and acquisitions are clearly a challenge for 
South African banks. Standard Bank focused on ensuring five new emerging 
market acquisitions by 2010 (Whitfield 2006:12-13). Metcalfe (2009:8) also 
reports that two domestic South African banks are planning merger and 
acquisition activities. These strategic plans require vigilant planning and high 
capital investments. 
 
3.5.2 INCREASED COMPETITION 
Historically, a bank‟s primary role was to act as an intermediary between the 
client and the financial markets by using its own products and services. Through 
new electronic delivery channels, such as the Internet, and the deregulation of 
the financial services industry in many countries, it is now possible for new 
entrants to offer banking and other financial products and services directly to the 
final client. This increases banks‟ degree of industry competition and their focus 
on establishing a competitive advantage. It also raises the expectations of the 
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banking market as a whole, with superior products and services being offered by 
competitors (Thomas 2006:89-90 and Mishkin 2004:242).  
 
According to Karakostas et al. (2005:855), financial institutions, including banks, 
face strong competition from existing players within their respective industries as 
well as from new competitive entrants from other business sectors. Physical 
presence in new markets has become a very important factor for role players in 
the South African banking industry. Strong new competitors, including African 
Bank and Capitec, have made increased presence a requirement for survival for 
the big four banks in the South African banking industry (Ashton 2009). 
 
Already in 1997 South African banks were faced with more foreign competitors 
entering the market. At first these foreign banks focused only on attracting 
corporate (business) clients (Ryan 1997), but now foreign banks also aim to 
attract and maintain individual clients. Currently, foreign banks operating in South 
Africa include, China Construction Bank, Citibank NA, Deutsche Bank AG, HSBC 
and the Royal Bank of Scotland Group (Metcalfe 2009:6). 
 
Since 2007 only a few players survive and continue to operate in South Africa 
and the banking industry has become more competitive as competition between 
the remaining banks became more intense (Crime tops banks‟ fear list 2007).  
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Many firms that are not traditional banking institutions now offer banking 
services, and this poses a real threat to the major South African banks (Ryan 
1997). For example, Pick n Pay and other retail chains offer a variety of banking 
services in their outlets; new non-traditional competitors, for example, unit trust 
companies, offer tailored financial products and services; and non-financial 
services firms, for example, retailers and cellular phone operators, provide 
financial services such as payment systems (Cameron 2003:2). This lead to 
reduced market share and lower profits for established banks, and banks are 
challenged to decrease fees and ensure product and service support in order to 
successfully compete with other institutions (Glennon 2002:1).  
 
3.5.3 DECREASE IN VALUE 
The prices of South Africa‟s banking shares have been under pressure over the 
last few years (Nedbank Group Annual Report 2008). In 2008 the share values of 
South African banks decreased after the negative future prospects for ABSA, 
Nedbank and Investec by Fitch Ratings. The devaluations mainly occurred 
because of the major turmoil in global financial markets and the resulting 
slowdown of global economic growth. In South Africa, the rising interest rate 
environment, slow national growth, volatile Rand and resulted increase in bad 
debts contributed to the country‟s banks being negatively affected. (Duncan 
2008). For example, Whitfield (2008a:34) shows that the main reason for the FNB 
retail banking division‟s zero (no) growth in the financial year that ended June 
2008 was increasing bad debt figures. 
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Harris (2008a:13) also indicates that financial shares have been under pressure 
for some time and Whitfield (2008c:20) emphasises that South African banks‟ 
shares have been under pressure, especially since the middle of 2007. The 
share devaluations raise concerns about the banks‟ earnings prospects.  
 
In addition to lower share values, the cost of capital for banks is increasing. 
Metcalfe (2009:7) reports that South African banks experienced a recent (2009) 
increase in the cost of funding their operations and predicts that smaller domestic 
banks will find it more difficult to find affordable funds to finance their activities. 
This makes it difficult for banks to plan their future activities, especially their large 
capital investments, if they are unsure about capital availability and the 
affordability thereof. 
 
3.5.4 GOVERNMENT INTERVENTION 
The regulatory requirements of the banking industry have been substantially 
transformed. The banking industry was previously only regulated through the 
Banks Act (Act No. 1 of 1990) and legislation administered by the Registrar of 
Banks and the Financial Services Board. However, since February 2001, the 
Competition Act (Act No. 89 of 1998 – amended in February 2001) has become a 
force in the banking industry. The changing regulatory legislation in the banking 
industry has resulted in greater compliance with international standards, but the 
adjustment poses a challenge for South African banks to meet the international 
standards as set by their global competitors.  
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Whitfield (2006:12) also mentions that the increase in obligations, posed by 
government regulations and the Financial Sector Charter, to be met by banks 
place an increased pressure on banks. In order to meet these obligations and as 
a result of the obligations‟ implementation banks often have high capital outlays 
without guaranteed returns. Banks operating in South Africa revealed that the 
analysis and implementation of new regulations in the banking industry is a major 
challenge for the industry participants (Metcalfe 2009:24). The most recent 
developments in the field of banking regulations were the New Capital Accord 
(Basel II) and the regulation by the South African government that forced all 
banks to possess complete and current information of all their clients. 
 
The Financial Sector Charter also governs the operations of banks in South 
Africa (South Africa Yearbook 2008/09:219). The four major banks in the country 
are committed to the charter and therefore need to transform the financial sector, 
specifically the banking industry, to reflect South Africa‟s demographics; to 
provide financial products and services to historically disadvantaged groups, 
which includes the un-banked population segment; and to focus on black 
economic empowerment (BEE) (The Standard Bank of South Africa Annual 
Report 2008). Incorporating these charter requirements and goals into their 
operations represents challenges for the banks. 
 
The Banking Association of South Africa also developed a Code of Banking 
Practice in order to provide protection to banking clients (The Standard Bank of 
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South Africa Annual Report 2008). All the banks in the country are members, 
including the four major banking groups, and all members need to embrace and 
follow the Code.  
 
The South African government also expects banks to report on their funding of 
BEE projects. Metcalfe (2009:21) indicates that South African banks are currently 
criticised for their lack of disclosure on BEE funding. This shows the pressure 
experienced by banks to adhere to government regulations and requirements. 
Banks need to improve their disclosure procedures and the degree and accuracy 
thereof.  
  
Affirmative action and employment equity regulations, as enforced by the South 
African government, have been listed as key issues influencing banks operating 
in South Africa (Metcalfe 2009:26). In addition, Metcalfe (2009:7) found that a 
major challenge for banks is the recruitment of suitably qualified, knowledgeable 
and skilled employees. Whitfield (2008c:20) highlights that the turnover rate of 
employees in the South African banking industry is very high. The issues of 
finding skilled employees, training employees and the high employee turnover 
rate in banks were among the top twenty identified challenges for banks in the 
survey conducted by Metcalfe (2009:24). The reason for this phenomenon might 
be related to the South African government‟s intervention in specific areas that 
influence firms, including banks. The government enforces certain employment 
requirements for banks, for example, BEE requirements, and banks need to 
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comply with these requirements when employing people. It is possible that banks 
cannot employ suitably qualified, skilled and knowledgeable employees, as the 
appointment of suitable people might lead to the bank not being BEE compliant. 
 
Already in 2006, South African banks‟ fees (costs/charges) to clients were 
considered to be unreasonably high compared to that of international banks 
(Whitfield 2006:12). Foreign banks also criticised South African banks for their 
high profit margins (Crime tops banks‟ fear list 2007). In 2008, the Jali 
Commission, following orders from the Competition Commission, commenced 
with an investigation surrounding the bank fees of South African retail banks. The 
Jali Commission found that South African bank fees are complex, among the 
highest in the world, and can result in the misuse of power by banks (Whitfield 
2009:47), ultimately negatively influencing clients and the economy. Mittner 
(2008c:8) also states that the investigation surrounding the fee structures of 
South African banks showed that banks have unreasonable ATM, switching and 
Saswitch (using a different bank‟s ATM) costs. According to Mittner (2008a:11), 
South African banks do not consider the costs of service delivery when 
developing its fee structures for transactions. Mittner (2008a:11) continues by 
mentioning that South African banks charge more additional costs for services 
than other global banks do and are the only banks worldwide charging clients for 
cash deposits and ATM cash withdrawals. According to Metcalfe (2009:21), 
South African banks are criticised for not having competitive fee or pricing 
structures. The South African government and the general public, including 
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banking clients, question banks on their fee structures. The evidence above 
shows the pressure on South African banks to review and justify the prices of 
banking products and services. 
 
Although independent, the SARB regulates the country‟s banking system. The 
SARB is the banker for the other banking institutions, including the four major 
banks. (Pocket Guide to South Africa 2008/09). Therefore, banks also need to 
adhere to regulations imposed by the SARB and realise that the actions of the 
SARB will influence their activities. 
 
3.5.5 ADVANCES IN TECHNOLOGY 
Few service industries have felt the impact of technology more than the banking 
industry. Until several years ago, most bank transactions were paper-based and 
took place face-to-face inside a bank branch between the bank employee and 
client. Technology has transformed banks with banking transactions and services 
through the use of ATMs, debit cards, credit cards, 24-hour telephone and cell 
phone banking, and online banking through the Internet. This poses the major 
challenge to banks to ensure effective and efficient technological systems. In 
addition, banks are challenged to ensure client satisfaction and loyalty, despite 
the decreasing personal interaction with clients when they use technology to 
access banking services that means no face-to-face contact between the bank 
and client is evident. 
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South Africa has the largest and most sophisticated banking system in Africa, 
comparable with some of the best in the world. South African banks are 
nevertheless characterised by certain old technical systems that are inflexible 
and expensive. Metcalfe (2009:16) identified that South African banks often lack 
the technological infrastructure needed to take advantage of all the market 
opportunities. In addition, the study by Metcalfe (2009:24,26) showed that banks 
in South Africa indicated that the introduction of new technology into their 
operation is a key issue because of the pace of technological change. This 
suggests that the current technological infrastructure of South African banks may 
hinder their growth or expansion opportunities.  
 
Linking to technology is the security risks faced by banks when delivering, for 
example, Internet banking services. The Metcalfe (2009:24) study also showed 
that the security risk posed by the Internet is a troubling technological challenge 
for South African operating banks.  
 
In addition, the inability to prevent and quickly solve technological problems with 
banking systems poses challenges to South African operating banks. 
Technological system failures have been highlighted as an area causing high 
losses and added operational risks for banks operating in South Africa (Metcalfe 
2009:34). 
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Contrary to the advances in technology, the overuse of technology might also 
pose challenges to South African banks. Although the provision of banking 
products and services through technology is a key component of banks‟ business 
models, the importance of the physical branch can be underestimated. Many 
banking clients might still prefer to use a bank branch when conducting their 
financial and banking matters. However, a shortage of bank branches in South 
Africa is evident. Excluding the un-banked segment of the South African 
population, there is approximately one bank branch for every 3 200 inhabitants in 
South Africa (Okeahalam 2008:1133). Okeahalam (2008:1133) also states that 
the lack of availability of bank branches and financial services to the majority of 
the South African population proofs that the country‟s financial system is not 
developed to its optimal potential. All banking participants in the study by 
Metcalfe (2009:50) report that physical bank branches will continue to increase 
and play a major role in banks‟ product and service offerings.   
 
3.5.6 EXTERNAL PARTNERSHIPS 
Since 1995 many banks have entered into partnerships with other non-banking 
firms, for example, Pick n Pay, to broaden the breadth and depth of their 
offerings and to sell their products and services to a wider client base (Financial 
Services Industry in South Africa 2003:3). This poses new challenges for banks, 
such as selecting the correct partner firm and gaining additional product and 
service knowledge. An example of an external strategic alliance made by one of 
the major South African banks is the partnership between Nedbank and the Pick 
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n Pay and Boxer Stores (Nedbank‟s latest pricing review continues to offer 
clients great value banking 2009). Through agreements and alignment of 
business processes these retail outlets ensure that Nedbank can offer their 
clients quick, convenient and affordable banking services in store. 
 
Additionally, deregulation together with the use of information technology have 
created opportunities for regional banks to compete in other geographical areas 
through alliances that share the use of technology platforms, including ATMs and 
payment processing systems. This increases the pressure on banks to acquire 
financial expertise across product ranges and geographic boundaries (Mishkin 
2004:242 and Holland et al. 1996:1).  
 
3.5.7 THE UN-BANKED SEGMENT OF THE SOUTH AFRICAN POPULATION 
The un-banked segment of the South African population needs further attention 
from South African banks: Banks recognise this as a key challenge (Metcalfe 
2009:7,21,24 and Crime tops banks‟ fear list 2007). South African banks are 
under pressure, firstly, to attract this group of potential clients, and secondly, to 
conveniently provide reasonably priced banking products and services to them. 
Okeahalam (2008:1131) mentions that a survey by the Banking Council of South 
Africa found that more than 50% of the country‟s adult population is without any 
access to financial services. This un-banked section of the population is unaware 
of the benefits of banking and many cannot afford banking services. It is evident 
that banks need to implement ways to increase their market share and client 
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base by attracting this section of the population. This will enable banks to gain 
the needed transaction volumes and contribute to an improved South African 
standard of living.  
 
However, South African banks face many challenges to attract this un-banked 
segment. Not all South Africans have easy access to the technological banking 
service delivery methods, for example ATMs, and this makes it difficult to attract 
new clients when they are unable to access the technologically advanced 
banking methods. Introna and Whittaker (2006:326) states that many people are 
unable to access the ATM networks of banks because of illiteracy (thus they are 
unable to use the ATM); approximately 34% of the population are totally or 
functionally illiterate. According to the latest available statistics that Magubane 
(2008) provides, approximately 22% of the South African population is totally or 
functionally illiterate. In addition, Introna and Whittaker (2006:326) show that 
some South Africans can not use ATMs because of the vast physical distance, 
for example, more than 20km, that they have to travel in order to reach an ATM. 
  
An added challenge to reach the un-banked segment is the effective and efficient 
operation of each bank‟s Mzansi account system. In October 2004, a basic 
banking account was launched in South Africa, namely the Mzansi account. The 
reason for the creation of the Mzansi account was to make banking services 
more affordable and accessible to all South Africans and particularly to attract the 
un-banked segment of the market. (Stovin-Bradford 2004:4 and Von Keyserlingk 
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2004:7). According to Okeahalam (2008:1144), in terms of the Mzansi market 
share, Standard Bank holds 25.9%, ABSA holds 23.9% and FNB holds 16.2%. 
The smallest share of the Mzansi market is held by Nedbank with 6.7%. It is also 
possible for people to open an Mzansi account through the Postbank. The 
Postbank currently holds the highest percentage market share of the Mzansi 
account with 27.3% (Okeahalam 2008:1144). The Postbank‟s high level of 
presence in the Mzansi market clearly shows more competition for the four major 
banks. Banks need to focus on the successful implementation and long-term 
success of Mzansi.  
 
Another important aspect for banks, linked to the un-banked segment, is to 
ensure that banking clients can understand their bank‟s fee structure. Banks 
need to simplify their fee structure and communicate it in an understandable 
language in order for banking clients to understand all aspects relating to the 
banking fees paid for banking products and services (Nyamakanga 2007).  
 
3.5.8 CHANGING CLIENT BEHAVIOUR 
Changing client behaviour is also constantly influencing the banking industry. 
Longer life spans, increasing urbanisation, more women in employment, 
increased home ownership and generally higher incomes have all contributed to 
changing client behaviour with respect to banking products and services (Meidan 
1996:14). An increasing number of clients engage in financial planning and rely 
on banks to guide and manage all their financial product and service needs. 
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Clients are more demanding, more financially educated, more price conscious 
and using several banks simultaneously (Crime tops banks‟ fear list 2007). The 
shift in power from the bank to the client has produced pressure for these 
financial institutions. Clients are faced with a variety of financial products and 
services and expect customised offerings, value, ease of access and 
personalisation from banks. Clients are sensitive to the quality of banking 
products, services and advice and are expecting increased levels of individual 
attention and responsiveness from banks (Mikdashi 2001:30). According to 
Metcalfe (2009:7,21), South African banks still need to improve the quality of 
their product and service delivery as well as their customer service levels. The 
study by Metcalfe (2009:24) revealed that banks in South Africa experience the 
continuous goal of increasing service quality as their most challenging, and this 
increases the challenge for banks to retain clients. Therefore, a client-focused 
strategy is vitally important.  
 
Linked to changing client behaviour, is the belief that some of the challenges in 
the South African banking industry results from the ever increasing focus on 
consumerism (Crime tops banks‟ fear list 2007 and Whitfield 2006:12). 
Consumerism refers to the movement of consumers, firms and authorities 
towards the promotion of the rights and powers of consumers in relation to firms 
in order to avoid malpractices by firms (Bosch et al. 2006:57). Therefore, banks 
are challenged to always act in ways acceptable to society and to ensure that 
their activities are regarded as protecting and not harming consumers. 
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The markets that South African banks service and the banking needs of these 
markets have changed. Therefore, the client groups that banks should focus on 
have also changed. The demographic composition of the economically active 
population in South Africa has shifted and South African banks are now 
monitoring the market to exploit opportunities to gain market share from the 
growing black middle market (Crime tops banks‟ fear list 2007). 
 
South African banks also face the challenge of introducing and offering Islamic 
banking services. The South African market for Islamic banking is currently small, 
but it is an influential market. Banks are increasing their attempts to establish a 
competitive advantage in the delivery of Islamic banking services. Large South 
African banks are focusing on the delivery of Shari‟ah (Muslim religious law) 
compliant banking products and services: ABSA has introduced Islamic banking 
and offers products to Muslim clients and Wesbank, which is FNB‟s provider of 
vehicle finance, also offers Islamic vehicle finance banking services. (Harris 
2008b:78).  
 
Another challenge for banks related to the changing behaviour of banking clients 
is the issue of preference for bank branches versus electronic banking methods. 
Banks are obligated, if they want to be worthy competitors in the industry, to 
conveniently provide the banking methods preferred by their clients. Some clients 
might prefer personal face-to-face contact with a bank employee and therefore 
would rather use bank branches to access banking products and services while 
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other clients might prefer the convenience of electronic banking through ATMs, 
their telephone, their cell phone and/or the Internet. Banks need to identify which 
of these two broad delivery channels (bank branches versus electronic banking 
methods) each client prefers and subsequently provide the preferred channel to 
each of their clients. A lengthy discussion on the topic of bank branches versus 
electronic banking methods are provided in Chapter five with the elaboration on 
technology in the banking industry. 
 
Additionally, there is an increased willingness among clients to switch banks 
(Holland et al. 1996:2). Research in South Africa has shown that it will only 
matter to 45% of banking clients if they could no longer bank with their current 
banking institution (Project Pulse 2003). This re-emphasises the need for banks 
to focus on their clients‟ needs.  
 
The savings behaviour of South Africans also changed since 2004. The South 
African government‟s retail bonds, launched in June 2004, changed the savings 
sector, forcing banks to compete for potential and current clients‟ savings. In 
2004 already, the Deputy Director-General for Asset and Liability Management at 
the Treasury indicated that these bonds raised approximately R350 million and 
attracted approximately R10 million of savings per day during its first six months 
on offer (Mnyanda 2004).  
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The profitability of retail banks mainly depends on the level of saving from clients. 
According to data from the SARB, the country‟s gross savings declined from 
16.5% in 2002 to 16% in 2003. This figure is much lower than the saving rates of, 
for example, Asia‟s emerging markets (Mnyanda 2004). The savings rates for 
Asian economies average approximately 35% as a percentage of GDP 
(Economic Growth in East Asia 2008). At the end of 2007, South Africa‟s gross 
savings as a percentage of GDP fell to 13.5% and South Africa‟s national 
savings ratio was only 14.1% (South African Government Information 2009). 
Thus, considering these challenges, banks have an opportunity, although 
challenging, to adapt their strategies to attract the savings of South Africans. 
 
The issue of increasing profit therefore remains a challenge for South African 
banks. Banks are under continuous pressure to lower costs, to deliver customer 
value and to maximise shareholder returns because of the competitive nature of 
the banking industry and the importance of banks‟ survival, based on their 
contribution towards the economy. In a recent survey conducted among banks 
operating in South Africa, the key aspect of ensuring an increased profit 
performance or result was highlighted as the second most challenging issue for 
banks (Metcalfe 2009:24). 
  
A high profit margin by a bank leads to another challenge: Should the bank‟s fees 
for clients decrease when the bank realises high profits? According to Mittner 
(2008a), the four major South African banks are among the most profitable retail 
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banks in the world and these banks‟ profits have increased steadily from 2002 
because of an increase in client transactions. Most South African banks indicate 
that their profits margins for their retail banking section are between 10% and 
20% (Metcalfe 2009:41). However, the major banks retain the high profits rather 
than reduce client fees. This strategy by banks is often questioned by the 
government and banking clients. 
 
Banks also experience a marketing challenge with regard to changing client 
behaviour. According to Reed (2006:21-24), financial services industries 
worldwide have realised that a marketing problem exists as the demand for 
financial products and services decreases. Reed (2006:21-24) emphasises that 
part of the marketing problem is the fact that financial institutions, including 
banks, have failed to maintain valuable client relationships. The challenge of 
building and maintaining long-term bank-client relationships is evident because of 
the changing demand for banking products and services. 
 
The next section links the realisation of these challenges prominent for South 
African banks with the main focus areas of this study, namely relationship 
marketing and customer retention. 
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3.6 RELATIONSHIP MARKETING AND CUSTOMER RETENTION IN THE SOUTH 
AFRICAN BANKING INDUSTRY 
 It is clear that South African banks face many challenges, especially to retain 
clients in an industry where little differentiation but extensive competition exists 
and where the retention of clients is the key for growth (Mikdashi 2001:30). In 
addition to its importance for banks, the relationship between a bank and its 
clients is also very important to each client as the bank is entrusted with a scarce 
resource of the client, which must be managed in the client‟s best interest and 
which will ensure support for the bank (Goosen et al. 1999:187). 
 
Customer service and relationship marketing are essential to retail banks in 
South Africa, including to ABSA, FNB, Nedbank and Standard Bank. As is 
evident in the discussion above, these service firms aim to increase their number 
of accounts, thus number of clients, by 22% by the year 2012 (Metcalfe 2009:8). 
In order to achieve this goal, the banks would need to attract more clients, which 
is possible through proper relationship marketing. By adopting a strategic 
approach to relationship marketing, the four major banks can also retain and 
develop their best and most profitable clients (Customer Relationship 
Management in Financial Services 2001). Currently, banks in South Africa 
highlight that client retention is one of their top five priorities and challenges 
(Metcalfe 2009:24). 
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 The discussion below highlights what the major South African banks are currently 
focusing on with regard to relationship marketing and customer retention aspects 
(as explained in Chapter two). 
  
ABSA already indicated in its Group Annual Report of 2004 that it focuses on 
building relationships with new markets, for example, the black middle income 
class, and also on the retention of existing clients through product and service 
delivery improvements (ABSA Group Annual Report 2004:120). ABSA realises 
the importance of relationship marketing as it emphasises its focus on customer 
interaction. The bank is moving away from being a transaction-focused business 
toward an increasingly customer-centric approach. With the Barclays takeover of 
ABSA in 2005, ABSA incorporated Barclays‟ retail CRM techniques with its own 
retail system (Whitfield 2005). In addition, ABSA continuously identifies ways of 
improving their information technology capabilities (ABSA Bank 2007), which, as 
will be shown in Chapter five, may positively influence its relationship marketing 
and customer retention. The other three major banks also indicate a focus on 
technological advancement over the next few years. Metcalfe (2009:11) found 
that the major banks will continue to expand their electronic distribution network. 
As mentioned before, the banks aim to increase their number of ATMs (the most 
frequently used technological banking method) with 16% to a total of 22 500 in 
the year 2012 (Metcalfe 2009:8). 
 
 141 
 FirstRand‟s 2008 Annual Report states that the group, including FNB, strives 
towards the highest standards in good corporate citizenship and that they focus 
on sustainable business operations, protecting the environment, and their 
responsibility toward all its stakeholders, including its clients. The FirstRand 
group specifically measure their carbon footprint, emphasise their goal of 
reducing their impact on the environment and focus on maintaining high ethical 
standards. In addition, FirstRand emphasises the importance of employee 
innovation, which stresses empowerment, open and honest communication and 
transparent pricing with increases below inflation (FirstRand Annual Report 
2008:54-58). This shows that FirstRand, and therefore FNB, considers ethics, 
empowerment, communication and fees as important aspects in their operations. 
All these aspects, as will be seen in Chapter five, will be considered as variables 
possibly influencing the relationship marketing and customer retention of banks. 
FNB‟s commitment to clients emphasises personal bank-client relationships, 
which is the core of relationship marketing (as was shown in Chapter two).  
 
Nedbank has clearly identified the significance of personalisation. The bank 
states that it treats its clients as individuals and offers a personal financial service 
to suit each client‟s needs. (Alfred Ramosedi One2one 2008:12). As will be seen 
in Chapter five, personalisation may be a variable influencing the relationship 
marketing and customer retention of banks. 
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Nedbank realises the importance of providing benefits to specific clients. The 
bank states that its target market, mass affluent clients, wants to feel special and 
the bank needs to ensure their satisfaction by providing special benefits (Alfred 
Ramosedi One2one 2008:12). This shows Nedbank‟s focus on relationship 
marketing, as it has been established in Chapter two that benefits to both parties 
in a relationship is a key component of relationship marketing. In addition, 
Nedbank states that the bank will continue its focus on building their client 
service objectives (Nedbank Group Annual Report 2008), clearly showing a 
client-oriented business model, as suggested by relationship marketing theory.  
 
Nedbank also emphasises the empowerment of their employees. In a marketing 
campaign (from 2008), Nedbank‟s message to clients was to discuss financial 
matters with the decisionmakers in banks (Nedbank Group Annual Report 2008), 
suggesting that they regard their employees as empowered, informed and 
knowledgeable in order to assist clients with all their financial and banking 
queries. As will be seen in Chapter five, empowerment may be a variable 
influencing the relationship marketing and customer retention of banks. 
 
Standard Bank also focuses on two aspects regarded as relationship marketing 
constructs, namely empowerment and ethics. The Standard Bank Group has a 
code of ethics that emphasises the empowerment of employees to make faster, 
ethical and better-informed decisions (The Standard Bank of South Africa Annual 
Report 2008). As will be evident in Chapter five, empowerment and ethics may 
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be variables influencing the relationship marketing and customer retention of 
banks. 
  
It is evident that all four major banks in South Africa address relationship 
marketing and customer retention to some degree. However, despite the 
importance of relationship marketing, as identified in theory, it was empirically 
ascertained that approximately 50% of banks are not satisfied with the returns 
they receive on their large investments in relationship marketing through CRM 
initiatives (Payant 2004:7). This indicates some shortcomings in many banks‟ 
relationship marketing initiatives. This may be due to variables influencing 
relationship marketing that are not presently considered by banks. It is important 
for banks to have knowledge surrounding the variables that can possibly 
influence their relationship marketing and customer retention, and an empirical 
investigation is therefore vital. 
 
As can be seen from the above section, South African banks are currently 
considering and implementing operations regarding the aspects of 
personalisation, empowerment, ethics and technology. These aspects were all 
briefly defined and highlighted in Chapters one and two and will be discussed in 
detail in Chapter five as possible variables influencing banks‟ relationship 
marketing and customer retention. The discussion in this chapter highlighted that 
the aspects of communication, knowledgeability and fees, which have also been 
identified as possible variables influencing banks‟ relationship marketing and 
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customer retention, are not specifically or directly focused on by the four major 
South African banks. Only FNB explicitly stated communication and fees as key 
considerations in their operations. This emphasises the need for the empirical 
investigation of this study to investigate which variables are important for banks 
when focusing on relationship marketing and customer retention, from the 
viewpoints of both banking clients and bank managers. 
 
3.7 SUMMARY AND CONCLUSIONS 
Banks and the competitive business environment in which they operate in South 
Africa were discussed in this chapter. The chapter indicated the importance of 
the banking industry and placed the current South African banking industry in 
perspective. The importance of relationship marketing and customer retention in 
banks in order to ensure continuous support from clients and positive financial 
results were emphasised in this chapter. 
 
It can also be concluded from this chapter that South African banks face many 
challenges and that they are influenced by many different variables. Banks‟ 
successes, and therefore the growth of the national economy, may depend on 
their levels of relationship marketing and customer retention, which in return may 
be influenced by other variables. 
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The focus of this study is a comparative study concerning the relationship 
marketing and customer retention of banks in South Africa, Canada and the UK. 
Therefore, Chapter four will examine international banking industries, specifically 
in Canada and the UK. 
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CHAPTER FOUR 
THE CANADIAN AND UNITED KINGDOM BANKING INDUSTRIES 
  
4.1 INTRODUCTION 
Having discussed the South African banking industry in Chapter three, the focus 
area of this chapter is the Canadian and UK banking industries, specifically their 
relationship marketing to establish bank-client relationships and their customer 
retention efforts. This chapter will elaborate on the current situation of both the 
Canadian and UK banking environments and the challenges posed to banks in 
these two countries will be highlighted. Additionally, relationship marketing and 
customer retention aspects, as presented in Chapters two and three, will be 
applied to banks in Canada and the UK. 
 
This chapter will fulfil two secondary research objectives, namely to execute a 
secondary study relating to the Canadian and UK banking industries and to 
investigate the importance of relationship marketing and customer retention in 
banks. Therefore, the chapter will provide a literature overview relating to the 
banking industries of Canada and the UK and will also investigate the importance 
and relevance of relationship marketing and customer retention in the banks 
operating in these two countries. 
 
Specifically, this chapter will commence with a discussion on the current status of 
banks in Canada and the UK and will also highlight the challenges these 
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institutions face. Issues involving relationship marketing and customer retention, 
as experienced and applied by Canadian and UK banks, will also be discussed.   
 
4.2 THE CANADIAN BANKING INDUSTRY 
As the Canadian banking industry is one of the industries investigated in this 
study, the following sections will elaborate on its history, recent developments 
and current situation. 
 
4.2.1 BACKGROUND TO THE CANADIAN BANKING INDUSTRY 
The Canadian banking industry is stable and well-developed, managed, 
regulated and capitalised (Canada‟s strong banking system: Benefiting 
Canadians 2010; Canadian Banks 2009 and Friend 2008). The “Big Six Banks” 
consist of RBC, Toronto-Dominion Bank, Bank of Nova Scotia, Canadian 
Imperial Bank of Commerce, Bank of Montreal and Bank of Canada. Together 
these six banks currently account for 90% of the assets of the Canadian banking 
industry. Canada‟s banks host over 8 000 bank branches and 18 000 ABMs, 
which is equivalent to South African and UK ATMs. (Canadian Banks 2009). 
Canadian banks contribute approximately 3.8% to the country‟s GDP every year 
(Canada‟s strong banking system: Benefiting Canadians 2010). 
 
The Merchants‟ Bank of Halifax was founded in 1864 and renamed RBC in 1901. 
Today, RBC is the country‟s largest financial services provider and its logo is one 
of the country‟s most recognised corporate symbols. RBC grew from a small 
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regional bank into a national banking institution that is regarded as a firm 
anticipating and adapting to the needs of its clients. (History of RBC Financial 
Group 2009). Since 1907, the bank is listed on the Toronto Stock Exchange, and 
it was also listed on the Swiss Electronic Stock Exchange in 1986 and the New 
York Stock Exchange in 1995, to broaden its markets. (Building a North 
American Identity 2009). It is clear that RBC is a large, stable and well-
recognised bank.  
 
Technology has been a key aspect for RBC. The bank was the first Canadian 
bank that installed a computer in 1961 and also the first to offer banking 
information on the Internet (Anytime, anywhere financial services 2009 and 
Automating the branch 2009).  
 
In October 2008, RBC operated in 50 countries and employed 77 000 people 
(Corporate Profile 2010). Many of the bank‟s employees are also shareholders 
because of the bank‟s employee savings and share ownership plans (ESSOPs). 
The bank claims to grow employees personally and professionally through e-
learning, classroom training, work assignments and mentoring. (Corporate Profile 
2010). It is evident that RBC focuses on its employees‟ personal and working 
conditions.  
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4.2.2 RECENT DEVELOPMENTS IN THE CANADIAN BANKING INDUSTRY 
Canadian banks were some of the few banks around the world that did not need 
any cash injections (“bailouts”) from governments to recapitalise in order to 
recover from the economic crisis between 2007 and 2009. These banks were 
conservative in their lending policies and all five major Canadian banks (RBC, 
Toronto-Dominion Bank, Bank of Nova Scotia, Canadian Imperial Bank of 
Commerce and Bank of Montreal) surprisingly reported profits for the first quarter 
of 2009. (DeCloet 2010 and Canadian banks Q1 review – Why we are the best 
2009). Daltorio (2010) also mentions that the major Canadian banks were able to 
maintain normal levels of dividend payouts to shareholders throughout the   
2007-2009 recessions.  
 
Although Canadian banks were slightly influenced by the difficult economic 
conditions, many countries admire the Canadian banking system. Canadian 
banks maintained good capitalisation levels, did not require government capital 
injections and generated positive earnings, all while continuing giving excellent 
service to clients (Canadian Banks 2009:4,10,22).  
 
In 2008, the World Economic Forum announced Canada‟s banking system to be 
the safest and soundest banking system in the world (Cole 2009 and Skousen 
2009). According to Agency (2010), Canadian banks handled the recession 
much better than most other global banks and some Canadian banks are now 
considering expansion possibilities to improve their competitive advantage. Five 
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of the six largest banks in Canada (excluding Canadian Imperial Bank of 
Commerce) made acquisitions in 2008 (Canadian Banks 2009:23). This clearly 
shows Canadian banks‟ focus on expansion and growth. 
 
Canada‟s Scotiabank won the 2008 Bank of the Year Award based on its overall 
performance, qualitative achievements and strategic initiatives in Canada. In 
addition, Scotiabank also won the Best Bank Award in five other countries. (The 
Banker: The Banker Awards 2008).  
 
Based on total assets in US Dollars, two Canadian banks are ranked in the top 
50 banks in the world (Top banks in the world by Bankersalmanac.com 2010): 
 
 The RBC (ranked 39th); and 
 The Toronto-Dominion Bank (ranked 46th). 
 
Ranked according to market capitalisation, four Canadian banks were rated in 
the top 50 banks in the world in 2008 (Canadian Banks 2009:41): 
 
 The RBC (ranked 13th);  
 The Toronto-Dominion Bank (ranked 22nd); 
 The Bank of Nova Scotia (ranked 28th); and 
 Canadian Imperial Bank of Commerce (ranked 44th). 
 
 151 
It is reported that banks in Canada perform better than their counterparts in other 
countries because of their stricter lending practices, effective regulation, sufficient 
levels of capital and lower debt levels (Canadian Banks 2009:5). However, the 
Canadian financial services industry has experienced a variety of challenges 
over the last couple of years. Campbell (2003:377) mentions challenges that 
include industry restructuring, the entering of global competitors and more 
informed clients.  
 
Barnes and Howlett (1998:19) indicate that the Canadian financial services 
industry has changed and become very competitive as banks increased the 
portfolio of financial services they offer. The relaxation of regulations in the 
industry has lead to this competitive situation, and since the 1990s, Canadian 
banks are increasingly using ABMs, computers, telephones and other 
technologies to provide their banking services (Barnes & Howlett 1998:19). With 
competitor banks continuously implementing new technology, it is important for 
the major Canadian banks to update their banking technology on a regular basis. 
 
The growth plans of Canadian banks mentioned above may result in more 
challenges for the banks. Mergers and acquisitions in a competitive industry pose 
the challenges of finding the most suitable expansion markets and/or merger 
partners. 
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Other concerns for Canadian banks include their profit and income levels and 
their share prices. The profits of Canadian banks decreased in 2008 to reach the 
same levels as in 2005; however it is notable that the banks still reported profits 
despite the poor economic conditions worldwide (Canadian Banks 2009:4). In 
2008, the net income and share prices of most Canadian banks decreased 
substantially: By the end of 2008, the value of Canada‟s bank shares fell, on 
average, by 35%. (Canadian Banks 2009:9,20). However, on a positive note, 
most banks in Canada still increased their dividend payouts to investors in 2008 
(Canadian Banks 2009:21). 
 
In terms of lower share prices, even Canada‟s largest bank was affected. 
Kipphoff (2009) highlights that shares of RBC decreased in value from C$26.98 
to C$1.17 (approximately R196 to R9) in 2008. This share value from Canada‟s 
largest lender of funds is the lowest since February 2003.  
 
The influence of the neighbouring world economy, the USA, on the Canadian 
economy and its banks are also a reality. In the third quarter of 2008, the 
economy of the USA showed a decrease in growth of 0.5% year-on-year (Visser 
2008). This change in the American economy will certainly influence the close-by 
(in proximity and similarity) Canadian economy. RBC reported in early 2009 that 
the Canadian economy is under great pressure because of the deepening USA 
recession and lower commodity prices. The bank forecasted that complete 
recovery for Canada will only gain impetus in 2010. (Aggressive policy actions 
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will foster recovery 2009). This seems to be the case if one considers the 2010 
investigations into the Canadian banking industry, as will be seen later in this 
chapter. 
   
However, despite the mentioned challenges and slight negative effects 
experienced by Canadian banks, these banks can still be regarded as world 
leaders in a competitive global market. The Canadian banks‟ world rankings and 
awards identify the country‟s banks as the best in the world. This can be 
confirmed by the perceptions of Canadian banking clients.  
 
Because of the stable banking system, Canadian banking clients experience an 
accessible, affordable and competitive banking environment. Over 90% of 
Canadian banking clients trust the country‟s banks, and 85% of Canadians have 
confidence in the country‟s banking system. (Canada‟s strong banking system: 
Benefiting Canadians 2010).  
 
The reputation of Canadian banks contributed to the reasoning behind selecting 
Canada for this study. South African banks can possibly learn valuable 
relationship marketing and customer retention lessons from the successful and 
solid Canadian banks.  
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4.3 THE UNITED KINGDOM BANKING INDUSTRY 
The UK banking industry is the second international banking industry 
investigated in this study. Therefore, the following sections will elaborate on the 
history, recent developments and current situation of the UK banking industry. 
 
4.3.1 BACKGROUND TO THE UNITED KINGDOM BANKING INDUSTRY 
A boom in the demand for retail banking services was experienced by UK banks 
in the late 1990s (Llewellyn 2005:295). Gondat-Larralde and Nier (2004:153) 
mention that retail banking is a key business area for UK banks and these banks 
mainly offer deposit, money transmission and debit and credit services.  
 
Both Barclays and HSBC are regarded as part of the “big four” banks in the UK, 
together with Lloyds TSB (renamed to Lloyds Banking Group in 2009) and the 
Royal Bank of Scotland (which owns NatWest) (Lloyds Banking Group 2009 and 
Gondat-Larralde & Nier 2004:154). The top 10 banks in the UK hold more than 
90% of the banking market share and together with other financial services 
contribute to 6.8% of the UK‟s GDP. The main retail banks provide services to 
95% of the UK‟s population through a network of over 30 000 ATMs. The top 10 
UK banks clear transactions to the value of GBP7 billion (approximately          
R84 billion) per year. (Top 10 British Banks 2008). 
 
Barclays is a major global provider of financial services and operates in Europe, 
the Americas, Africa and Asia (Our strategy and guiding principles 2009). The 
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founders of Barclays started trading as goldsmith bankers in 1690 and opened its 
first banking house in 1864. In terms of technology, Barclays has been the leader 
in many areas, including opening the UK‟s first banking computer centre in 1961, 
launching the UK‟s first credit card in 1966 and launching its first debit card in 
1987. It was also the first financial institution to open a website on the Internet. 
Barclays was identified as the UK‟s most valuable brand in 1999. The bank 
reported a 2008 profit before tax of GBP6.1 billion (approximately R73.2 billion). 
(Our history 2009). 
 
The Hong Kong and Shanghai Banking Corporation was established in Hong 
Kong in 1865. Currently, after being renamed HSBC, the banking group has 
approximately 10 000 offices in 79 countries on six continents, with its head 
office in London, UK. HSBC has 218 000 employees around the world and it is 
present in Africa with offices as well as a South African website. HSBC offers a 
range of financial products and services and focuses on using advanced 
technology in its offerings to its approximately 100 million clients worldwide. 
(Koller 2007:116,124-125). HSBC is a global bank in the true sense of the word 
as over 50% of its income is generated outside Europe (KPMG UK Banks: 
Performance Benchmarking Survey 2009:5). 
 
 The Bank of Scotland was founded in 1695 and is the oldest surviving bank in 
the UK. The bank merged with Halifax Bank to become Halifax Bank of Scotland 
(HBOS) in 2001. In January 2009, HBOS was sold to Lloyds TSB to avoid 
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bankruptcy. The merger witnessed the formation of The Lloyds Banking Group 
(KPMG UK Banks: Performance Benchmarking Survey 2009:5; Quinn 2009 and 
The oldest banks in the world 2008). The Lloyds Banking Group is the largest 
retail bank in the UK, and one in three people in the UK banks with Lloyds 
(Lloyds Banking Group 2009). 
 
It is important to mention that UK banks were the first banks to use ATMs, as this 
shows their focus on technology. The first ATM was installed by Barclays Bank 
on 27 June 1967. By the year 2003, there were approximately 52 500 ATMs in 
the UK, and this number results in a ratio of one ATM for every 1 135 citizens in 
the UK. (Introna & Whittaker 2006:325).  
 
4.3.2 RECENT DEVELOPMENTS IN THE UNITED KINGDOM BANKING INDUSTRY 
Llewellyn (2005:279-280) states that UK banks were regarded as highly 
profitable because these banks sustained profits (their rates of return exceeded 
their cost of capital) over long periods. However, as Figueira et al. (2007:38) 
state, the UK banking industry is highly competitive. 
 
According to Kelemen and Papasolomou (2007:746), the UK financial services 
industry has undergone many changes since the early 1980s, and competition 
has intensified with an increase in acquisitions, mergers, joint ventures and the 
process of branch extensions (Meidan, Lewis & Mountinho 1997). UK banks are 
pressurised to improve their service delivery in order to differentiate themselves 
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from competitors and to be preferred by clients (Kelemen & Papasolomou 
2007:748). Hale (2004) identifies globalisation and regulatory change as the 
main challenges the UK banking industry face. It is evident that globalisation 
adds to the competitive nature of the UK banking industry and that new 
regulations increase the changes that need to be made in these banks. 
 
Despite its history and well-established banks, the UK banking industry was hit 
hard by the changes in the economic system since 2007. In 2008, the World 
Economic Forum announced that the UK banking system now ranks 44th on the 
world‟s ranking list of soundest banking systems (Taylor 2008).  
 
While the World Economic Forum rated Canadian banks as the world‟s soundest 
institutions of their kind, a survey by the Worldwide Independent Network of 
Market Research showed that many banking clients rate their country‟s banks at 
or below five out of ten in terms of stability. Countries with such poor ratings 
include the UK, Germany, France and Switzerland. (Canadian Banks 2009:4). 
 
The UK banking industry has changed significantly since the recession of 2007-
2009: The government has implemented a number of regulations to improve the 
financial system, especially in the areas of adequate capital and sufficient levels 
of liquidity (KPMG Banking Performance Benchmarking Survey 2010:5,44). 
Recapitalisation of banks occurred through the provision of capital by the UK 
government to support struggling banks following the effects of the worldwide 
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economic recession which commenced in 2007 (KPMG UK Banks: Performance 
Benchmarking Survey 2009:8). In 2008 the merged Lloyds TSB/HBOS (Lloyds 
Banking Group) and the Royal Bank of Scotland benefited from government cash 
injections. (Canadian Banks 2009:13). The Royal Bank of Scotland is now 
attempting to rebuild its reputation after the government‟s cash injections and the 
Lloyds Banking Group is focusing on fully integrating HBOS (KPMG Banking 
Performance Benchmarking Survey 2010:5,44).  
 
Following the government‟s cash injections, the UK banking system can currently 
(2010) be viewed as having significant public stakeholding on the one hand, and 
no public stakeholding on the other hand (KPMG Banking Performance 
Benchmarking Survey 2010:3). The UK government‟s cash injection into the 
Lloyds Banking Group led to a 65% government interest in the group (Quinn 
2009). The partly nationalisation of UK banks through the government‟s cash 
injections will ensure that the banks are more stable. However, the 
recapitalisation of banks by the UK government may result in dividend cuts for 
shareholders of the banks. For example, the Royal Bank of Scotland agreed to 
freeze dividend payments until it has repaid the government. (KPMG Banking 
Performance Benchmarking Survey 2010:50 and Wearden 2008).  
 
Recent profit levels of UK banks have not been at the sufficient levels required by 
the government and shareholders. The Lloyds Banking Group has moved from 
showing a profit to a loss due to the acquiring of HBOS, and The Royal Bank of 
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Scotland is only slowly reducing its losses from 2009. At least HSBC and 
Barclays have shown strong profit increases from 2009 to 2010. The 2010 KPMG 
Banking Performance Benchmarking Survey (2010:3) shows slightly improved 
profitability levels during the 2009 financial year. Barclays remains the most 
profitable bank on a statutory basis, while Lloyds Banking Group is now viewed 
as the struggling bank because of its takeover of HBOS. On a positive note, UK 
banks are significantly better capitalised now (2010) than in 2009. (KPMG 
Banking Performance Benchmarking Survey 2010:3,59). If the UK economy 
continuous its recovery, it is expected that UK banks‟ retail banking profits will 
increase slowly from 2010 onwards. However, it is forecasted that the high profit 
levels of 2007 will not be repeated for many years to come. (KPMG Banking 
Performance Benchmarking Survey 2010:8,59,60). 
 
New competitors in the UK banking industry also make it more difficult for UK 
banks to survive. The UK banking industry is becoming more and more 
competitive with traditional retail banks facing competition from telephone banks; 
building societies; insurance companies; the post office; non-traditional banking 
services providers such as supermarkets, e.g. Marks & Spencer, a supermarket 
chain, offers a range of financial services (Falkena & Llewellyn 1999:155); as 
well as electronic service delivery providers that include Virgin Direct and 
Egg.com (Donaldson & O‟Toole 2007:19 and Llewellyn 2005:290). 
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 In terms of technology, the UK financial services industry has also undergone 
many changes over the years. Donaldson and O‟Toole (2007:4-5) suggest that 
technology has dramatically changed the product and service offerings of UK 
banks. A study by Farquhar (2005:1036) showed that the technology used by UK 
financial services providers, including banks, were not up to standard to gather 
suitable, useful knowledge about clients, for example, what their preferred 
method for banking transactions is. This also means that the UK financial 
services providers‟ knowledgeability levels were not adequate.  
 
 Through the use of the Internet, banking clients have access to unlimited 
information, a global view on banking issues and options and contact with more 
competitor banks (Donaldson & O‟Toole 2007:4-5). Being more educated on 
banking aspects, clients are more demanding and therefore bank-client 
relationships had changed, making customer retention increasingly difficult for 
banks. The use of the Internet in providing banking services also reduced the 
need for personal bank-client contact; however, Donaldson and O‟Toole (2007:4-
5) mention that the Internet should be used by UK banks to improve 
communication with clients.  
 
 The first telephone bank in the UK, First Direct, was launched in 1989. In 2007, 
the bank‟s number of clients totalled 1.2 million people, and in the same year it 
was regarded as the most recognised UK bank with the most satisfied clients. 
The telephone bank has been awarded many customer service awards, and in 
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2006, First Direct was also voted as one of the top 100 UK companies to work 
for. The bank states that 36% of its clients are acquired through word-of-mouth 
recommendations. (Donaldson & O‟Toole 2007:17). The use of technology is 
clearly a focus area for UK banks and these banks compete in terms of their 
technology applied to banking services. 
 
 The challenges for UK banks continue when considering fee inquiries and 
questions regarding the market share of the major banks. Already since 2001, 
UK banks have been accused of restricting competition. Especially in the SME 
market, the big four banks, including HSBC, Lloyds Banking Group, Barclays and 
Royal Bank of Scotland, are blamed for restricting competition because they 
collectively own 89% of the market share (Hayward 2001:5). Llewellyn 
(2005:285) also identified that different UK banks charge different prices and 
offer different interest rates for similar products; the author found that the real 
price of a UK banking product is sometimes difficult to determine. The above 
conditions might relate to ethics within the UK banking industry.  
 
Another current (2010) challenge for UK banks, as a result of the debt crisis in 
Greece, is the risk of higher funding costs for UK lender banks that will make it 
difficult for them to service their borrowings (UK banks in firing line if Greece debt 
crisis spreads, says Moody‟s 2010). 
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 Despite the recent lower rankings of UK banks  and the number of challenges 
faced by these institutions, the strength of the UK banking system are still 
noticeable when considering other ranking criteria as well as some recent 
banking awards, as will be explained below. 
 
In 2008, the UK had two banks in the top 10 list of banks based on size. HSBC is 
the world‟s third largest bank and the largest bank in the UK and Europe. 
Barclays is the ninth largest bank in the world and obtains the third position in 
terms of size in the UK. In 2008, HSBC was regarded as the bank with the 
highest gross profit based on its 2007 financial performance. (World‟s 10 biggest 
banks 2008).  
 
Based on total assets in US Dollars, six UK based banks are ranked in the top 26 
banks (Top banks in the world by Bankersalmanac.com 2010): 
 
 The Royal Bank of Scotland Group plc (ranked 2nd); 
 Barclays plc (ranked 4th); 
 Lloyds Banking Group plc (ranked 7th); 
 HSBC Bank plc (ranked 17th); 
 Bank of Scotland plc (ranked 23rd); and 
 Credit Suisse International (ranked 26th). 
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Only one UK bank was ranked, according to market capitalisation, in the top 10 
banks list in 2008 (Canadian Banks 2009:41): 
 
 HSBC Bank plc (ranked 3rd). 
 
The 2008 Bank of the Year Award in the UK was awarded to HSBC. This shows 
that HSBC was regarded as the best bank in the UK in terms of financial 
performance and strategic initiatives. (The Banker: The Banker Awards 2008).  
 
 Two UK banks were rated as safe banks and were ranked in the top 50 safest 
banks in the world of 2009. HSBC and Nationwide Building Society were rated 
18th and 46th respectively. (Murchie 2009). However, it is still important to note 
that, according to Bruce (2010), the overall stability and safety ratings of UK 
banks have decreased because of the UK‟s weak economic environment and the 
banking industry‟s high dependence on government support.  
 
It is important to note that the UK retail banking segment in particular is the least 
profitable (KPMG Banking Performance Benchmarking Survey 2010:59). This 
shows that UK banks‟ sections engaging with individual clients should be a 
priority, and it is therefore clear that relationship marketing can be a valuable tool 
in improving the performance of UK banks. 
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The relationship between UK banks and their South African counterparts as well 
as the challenges faced by UK banks has contributed to the reasoning behind 
selecting UK banks for the comparative part of this study. South African banks 
can possibly gain valuable knowledge on relationship marketing and customer 
retention from UK banks.  
 
4.4 RELATIONSHIP MARKETING AND CUSTOMER RETENTION IN CANADIAN 
AND UNITED KINGDOM BANKS 
 A study in Canada by Angel (2000) confirms the premise of this study: It is 
important to identify how bank managers view client relationships and how clients 
view their banking relationships. It is important for banks to align their goals with 
the banking needs of clients. A discrepancy was found in the study by Angel 
(2000): Nearly all the bank managers indicated that their clients are satisfied with 
their bank‟s offerings, while 44% of banking clients indicated that they are neutral 
to unhappy with their bank‟s services. This confirms the reasoning for this study 
to investigate the variables influencing relationship marketing and customer 
retention of banks from both the viewpoints of banking clients and bank 
managers.  
 
 Before a discussion on the relationship marketing and customer retention in 
Canadian and UK banks commences, it is important to repeat the definitions of 
relationship marketing, CRM, customer retention and customer loyalty, as 
explained in Chapter two, for ease of reading: 
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 Relationship marketing refers to the strategies implemented by firms to 
establish, maintain, enhance and, when necessary, terminate 
relationships with clients. Relationship marketing is thus a sub-section of 
relationship management and represents the strategies that firms 
implement to build and maintain client relationships.  
 CRM refers to the processes, systems and technology implemented to put 
relationship marketing into practice. For the purpose of this study, CRM 
refers to the technological implementation of strategies with the aim of 
building and maintaining client relationships.  
 Customer retention refers to the ability of a firm to keep existing clients 
(they would not switch to a competitor) whereas customer loyalty is 
viewed as a precedent to customer retention when clients are loyal to a 
firm through repeat purchases (but the possibility of switching to a 
competitor still exists).  
  
 Following the brief definitions above, it is possible to turn to the actual 
relationship marketing and customer retention focus of Canadian and UK banks. 
 
 Skousen (2009) contributes Canadian banks‟ success to the large numbers of 
depositors they retain. In other words, Canadian banks‟ customer retention 
efforts contribute to their survival and high sound-banking-system ranking. RBC 
was also one of the first banks to realise the importance of retaining clients 
(Solomon 1999). It is clear that Canada‟s leading provider of banking services, 
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RBC, focuses on relationship marketing (Tulley 2001:12). Khirallah (2001:3) 
confirms that the bank implemented its CRM strategy, thus relationship 
marketing focus, in 1997.  
 
 According to Campbell (2003:377), all major Canadian financial institutions, 
including banks, have invested in CRM projects, which suggest a focus on 
relationship marketing implementation. The financial services industry in Canada 
views relationship marketing implementation through CRM as an essential 
ingredient and competitive instrument in their service delivery (Campbell 
2003:377).  
 
 Canadian banks confirm the connection between relationship marketing and 
customer retention as Campbell (2003:377) indicates that financial institutions in 
the country view CRM implementation (thus relationship marketing) as a tool to 
decrease customer retention costs. Riding, Haines and Thomas (1994) shows 
that effective banking relationships in Canada led to small businesses switching 
to banks with stronger client relationships. This proves that Canadian banks 
focus on client relationships and that these banks‟ effective relationships have 
led to positive changes in the industry. 
 
According to Ptak (2001:38), Canada‟s RBC appoints senior managers in 
specific client relationship marketing departments. The positions in the bank‟s 
hierarchy, especially designed for employees specialising in client relationships, 
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clearly shows the bank‟s relationship marketing focus. Thus, it is evident from the 
above explanations and examples that Canadian banks consider the 
implementation of relationship marketing strategies and focus on the 
improvement of their customer retention levels. 
 
It is also noticeable that UK banks consider relationship marketing and customer 
retention, for example, Barclays emphasises that one of their main priorities is to 
remain close to clients (Our strategy and guiding principles 2009). In addition, 
Gieve (2006:337) notes that technological change and globalisation has changed 
financial markets, institutions and their focus areas in the UK. According to Gieve 
(2006:337), the focus of banks should now be on building and maintaining 
relationships between the lender (bank) and the borrower (client). In other words, 
the author strongly recommends that UK banks focus on relationship marketing. 
 
The sections below will elaborate on the focus areas and implementation 
strategies regarding relationship marketing and customer retention in the 
Canadian and UK banking industries. The sections are organised according to 
the variables possibly influencing relationship marketing and customer retention 
as identified from literature. 
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4.4.1 COMMUNICATION IN CANADIAN AND UK BANKS 
 An empirical study highlighted communication as one of the problems in 
Canadian banks (Campbell 2003:378), and thus it is evident that communication 
should be a focus area for banks. In the UK, a study by Karakostas et al. 
(2005:861-862) also revealed that the communication channels of UK financial 
services providers are not well-developed and that interaction (or 
communication) methods with clients need attention.  
 
As mentioned in the sections above, in UK banks the use of Internet banking 
contributed to decreased personal contact between banks and their clients. It 
was recommended that UK banks identify methods by which the Internet can 
improve communication with clients instead of lead to deteriorating client 
relationships. The above argument shows that UK banks focus on 
communication and technology, both of which are in this study considered as 
relationship marketing aspects when building and maintaining client 
relationships. 
 
The priority of increasing word-of-mouth recommendations by a UK bank, as 
discussed above, suggests that this UK bank focuses on communication, which 
is one of the relationship marketing variables investigated in this study. 
 
It is clear that HSBC, a UK based bank, focuses on relationship marketing when 
one considers the 2007 Financial Marketing Award (ABAMN) won by the HSBC 
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bank USA. This bank was honoured with this ABAMN award for its cross-sell 
campaign that focused on building and maintaining close relationships with new 
clients. The campaign specifically addressed methods of communication 
between the bank and it clients. (ABAMN 2008:15). It is evident that HSBC 
focuses on relationship marketing and relevant aspects of relationship banking 
such as clear, regular communication with stakeholders. 
 
Communication is considered to be a relationship marketing aspect in this study, 
as will be explained in Chapter five.  
 
4.4.2 KNOWLEDGEABILITY IN CANADIAN AND UK BANKS 
A study by Campbell (2003:377) suggests that knowledgeability is regarded as a 
relationship marketing element for Canadian banks. This study showed that 
Canadian financial services firms found it difficult to ensure that all employees 
interpret customer information effectively, which suggests that knowledgeability is 
an aspect of concern in the industry. 
 
As discussed in the sections above, it was found that the technology used by UK 
financial services providers, including banks, were not up to standard to gather 
suitable, useful knowledge about clients, for example, their preferred method of 
banking service delivery. Thus, it can be said that knowledgeability and useful 
technology to increase knowledgeability remain challenging focus areas for UK 
banks.  
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To empirically test the influence of knowledgeability on relationship marketing 
and customer retention in banks, knowledgeability is considered to be a 
relationship marketing aspect in this study, as will be explained in Chapter five.  
 
4.4.3 EMPOWERMENT IN CANADIAN AND UK BANKS 
RBC of Canada, the country‟s largest bank, emphasises its focus on growing 
employees personally and professionally (Corporate Profile 2010). The 
mentoring of employees is very important to Canada‟s largest bank and the focus 
on aspects such as mentoring and employee ownership plans may suggest that 
the bank focuses on the empowerment of its employees.  
 
In this study, empowerment is regarded as a variable possibly influencing 
relationship marketing and customer retention of banks and therefore Chapter 
five will elaborate on the concept empowerment. 
 
4.4.4 PERSONALISATION IN CANADIAN AND UK BANKS 
 According to Angel (2000), banks‟ relationship marketing strategies in Canada is 
driven by the financial needs of the individual client. The clear focus on the 
individuality of the client and his/her specific financial needs show the importance 
of personalisation in Canadian banks.  
 
A link between personalisation and relationship marketing was also found in the 
Canadian bank study by Angel (2000). This study emphasised that relationship 
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marketing attempts to restore personalisation in the banking industry and 
stressed that banks should recognise each client as an individual. The opposite 
might also be true: If banks focus on the personalisation of bank offerings, 
relationships with clients may improve. 
 
 For the purpose of this study, personalisation has been identified as a 
relationship marketing aspect and will be discussed in Chapter five.  
 
4.4.5 ETHICS IN CANADIAN AND UK BANKS 
Research has shown that of all the threats facing the world in recent times (since 
2007), Canadians were most concerned by climate change (by 36%) (Canadian 
Banks 2008:6). Therefore, Canadian banks need to ensure that it is evident to 
clients and potential clients that they are socially responsible in their operations 
and that they contribute to the environment, for example, by giving donations to 
climate change research projects. Considering another environmental aspect, 
RBC has been named one of Canada‟s Greenest Employers (RBC named one of 
Canada‟s Greenest Employers 2009). This shows that the bank cares about the 
environment and continuously seeks ways of preserving the environment. RBC‟s 
focus is on reducing their environmental footprint and ensuring environmentally 
responsible business operations (RBC named one of Canada‟s Greenest 
Employers 2009). Banks‟ corporate responsibility activities, as explained in the 
examples above, can be viewed as elements of the ethics variable considered in 
this study, as will be seen in the following chapter.  
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In terms of environmental protection, the UK based bank, Barclays, has been 
awarded an international standard for environmental management in France in 
2007 (Our history 2009). Environmental management by firms is considered as a 
socially responsible aspect, relating to the ethics of the firm. Ethics, including the 
aspect of environmental management, will be discussed as a relationship 
marketing aspect in Chapter five. 
 
4.4.6 FEES IN CANADIAN AND UK BANKS 
 Farquhar (2005:1034) indicates that pricing, thus fees, is a key aspect in the 
customer retention efforts of UK financial service providers. In other words, UK 
financial services providers often consider fees as a possible area for change 
and/or negotiation with clients to improve customer retention rates.  
 
In 2006, the fee structures of UK banks were investigated because they were 
mentioned to use various selling tactics to increase the personal debt of clients 
without considering the negative influence of increased debt levels on clients‟ 
financial situations (Financial Services Industry Update 2006:103). UK banks 
were viewed as institutions that do not care about their clients and only focus on 
profits. After criticism from the Office of Fair Trading (OFT), major UK banks had 
to decrease their credit card penalties enforced on clients for late or over-limit 
payments (Financial Services Industry Update 2006:103). It is clear that fee 
structures, as presented in Chapter five as a relationship marketing element, are 
a focus area in UK banks. 
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Fees are considered to be a relationship marketing aspect in this study, as will be 
explained in Chapter five.  
  
4.4.7 TECHNOLOGY IN CANADIAN AND UK BANKS 
Barnes and Howlett (1998:19) indicate that Canadian banks are increasingly 
using ABMs, computers, telephones and other technologies to provide their 
banking services. Angel (2000) confirms that CRM, the technological 
implementation of relationship marketing, has helped Canadian banks to move 
closer to banking clients and improve customer retention. Thus, technology is an 
important consideration for Canadian banks and because of these banks‟ 
successes, technology is considered in this study.  
 
 UK banks have also been on the forefront of technology that is useful in 
delivering banking services. The statistics on ATMs, provided in the sections 
above, clearly shows UK banks‟ focus on technology. In addition, technology is 
clearly important for both Barclays and HSBC, as both banks have flagship 
branches in London that are highly automated (Barclays banks on new London 
flagship 2008:5). HSBC had some technological problems in the past. Fest 
(2008) indicates that HSBC had numerous incidents of technological failure 
where ATMs, Internet banking services and electronic pay terminals failed to 
process clients‟ transactions. It is clear, therefore, that technology should be, and 
currently is, a focus area in UK banks.  
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The use of banking technology has been extensively investigated in UK banks. 
Stone and Lees (2004:328) have shown that most UK banking clients prefer 
using bank branches and that most bank-client relationship changes take place 
in physical branches. Therefore, Stone and Lees (2004:328) identified that many 
UK banks aim to increase their number of branches. Stone and Lees (2004:328) 
also found that some clients, especially higher value clients, will completely move 
to e-banking and therefore the UK banks‟ focus on technology is still pertinent. 
 
In the UK, the “big four” banks, including Barclays and HSBC, lost client support 
specifically during the period 1996-2001 when more banks specialising in 
technological banking products and services entered the market (Gondat-
Larralde & Nier 2004:154). The “big four” banks realised that they need to make 
some changes and improvements to their product and service offerings. Thus, 
the importance of technologically advanced banking products and services has 
been noted in the UK banking industry. “Direct banks”, such as Virgin Direct and 
Citibank, who mainly offers banking products and services using telephone-, cell 
phone- and Internet banking, increased their market share drastically over a 
number of years (Gondat-Larralde & Nier 2004:154). It is evident that technology 
plays a pertinent role in the service delivery of UK banks.  
 
Technology is the last variable considered to be a relationship marketing aspect 
in this study, as will be explained in Chapter five.  
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4.4.8 GENERAL RELATIONSHIP MARKETING AND CUSTOMER RETENTION 
CONSIDERATIONS IN CANADIAN AND UK BANKS 
 This section will elaborate on Canadian and UK banks‟ use of multiple 
relationship marketing and customer retention aspects, as identified in this study. 
 
 According to Angel (2000), Canadian banking clients are unhappy about their 
banks‟ communication and understanding (knowledgeability) of clients‟ banking 
needs. The frequency of communication and method of communication to and 
with a client should be carefully selected. The study also revealed that banking 
relationships should be based on really knowing clients (knowledgeability) and 
communicating with clients. 
 
 RBC‟s relationship marketing success has been contributed to its use of a client 
information file, customer data, customisation of client interactions and 
technology to better understand its clients and build stronger relationships 
(Khirallah 2001:1,3,8). The above facts suggest that RBC emphasises 
knowledgeability, personalisation and technology.  
 
 HSBC‟s advertising material shows the bank‟s clear focus on specific relationship 
marketing aspects. It is evident that HSBC in the UK focuses on the knowledge 
and expertise of employees as well as on the offering of personalised services. 
(Koller 2007:125). Thus, knowledgeability and personalisation are important for 
this UK bank. 
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 Research in the UK has shown that banking clients stress the importance of bank 
marketing being clear, fair and honest (Reed 2006:21-24). This clearly shows the 
importance of certain relationship marketing aspects in the UK banking industry, 
such as clear communication to clients and ethical behaviour (fair and honest 
treatment).  
 
A Canadian bank study by Madill, Feeney, Riding and Haines (2002) investigated 
key aspects that bank employees need to focus on in their relationships with 
SMEs, a specific banking client group. The latter study supports the selection of 
variables influencing relationship marketing and customer retention that are 
utilised in this study. Relationship marketing aspects that are regarded as 
important for bank employees included: 
 
 being approachable, attentive, responsive and easy to get hold of 
(communication); 
 understanding the SME client (knowledgeability); 
 having the authority to make decisions and being resourceful in finding 
solutions (empowerment); and  
 being flexible in the product/service offerings (personalisation).  
 
Through the discussion in the previous sections, it is evident that the concepts 
communication, knowledgeability, empowerment, personalisation, ethics, fees 
and technology are all considered by banks in Canada and the UK.  
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4.5 SUMMARY AND CONCLUSIONS 
As the focus of this study is a comparative study concerning relationship 
marketing and customer retention of banks in South Africa, Canada and the UK, 
the banks of Canada and the UK, within the competitive business environments 
they operate in, were the focus of this chapter. The chapter highlighted the 
current status of the banking industries in Canada and the UK and provided 
details on the challenges faced by banks in these two countries. The importance 
of relationship marketing and customer retention in banks, also related to the 
Canadian and UK banking industries, were presented in this chapter. 
 
It is evident from this chapter that Canadian banks and banks operating in the UK 
are also faced with a number of challenges and are influenced by many different 
variables. As mentioned in the previous chapter that focused on South African 
banks these banking institutions‟ success, and therefore the growth of national 
economies, may depend on their levels of relationship marketing and customer 
retention, which in return may be influenced by other variables. 
 
Thus, the relationship marketing and customer retention of banks in South Africa, 
Canada and the UK may be influenced by a variety of variables. Therefore, the 
focus of the following chapter, Chapter five, will be a discussion on the variables 
as identified from literature that possibly influence banks‟ relationship marketing 
and customer retention. 
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CHAPTER FIVE 
VARIABLES POSSIBLY INFLUENCING RELATIONSHIP MARKETING  
AND CUSTOMER RETENTION IN BANKS 
   
5.1 INTRODUCTION 
Chapters two, three and four provided a background to Chapter five and were 
used to develop the conceptual models in Figures 1.1 and 1.2 for the purpose of 
this study. The literature overview in Chapter two explained that relationship 
marketing is a core strategy used by firms to establish, maintain and enhance 
profitable, mutually beneficial relationships with clients. Additionally, customer 
retention was interpreted as a firm‟s rate at which it keeps or maintains its 
existing client base; this was extensively discussed in Chapter two. Chapters 
three and four elaborated on the role of banking industries and discussed the 
banking industries in South Africa, Canada and the UK. The focus on these three 
countries, as motivated before, is imperative for the empirical investigation where 
the relationship marketing and customer retention of banks in South Africa, 
Canada and the UK will be compared. 
 
Following the discussion on relationship marketing and customer retention, as 
well as on the banking industries of South Africa, Canada and the UK, it is 
important to identify the current situation with regard to relationship marketing 
and customer retention aspects in banks. In addition, with the background and 
understanding gained by the overview of secondary sources, specific variables 
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were identified for the empirical investigation. A discussion of these variables and 
their possible influences on relationship marketing and customer retention will be 
the focus of this chapter. This will partially ensure the attainment of two 
secondary research objectives: Identifying the influence of selected variables on 
relationship marketing and customer retention from (a) banking clients‟ and (b) 
bank managers‟ viewpoints. 
 
In order to ensure appropriate relationship marketing and high levels of customer 
retention, a number of independent variables that can influence the extent and 
quality of relationship marketing strategies and levels of customer retention rates 
need to be analysed. For the purposes of this study, specific independent 
variables have been identified, as indicated in Figures 1.1 and 1.2 in Chapter 
one. These variables include communication, knowledgeability, empowerment, 
personalisation, ethics, fees and technology. In this study it is proposed that 
relationship marketing can possibly be influenced by these specific variables and 
that customer retention can possibly be influenced by relationship marketing, as 
seen from both the perspectives of banking clients (Figure 1.1) and bank 
managers (Figure 1.2).  
 
For ease of reference Figure 1.1 and Figure 1.2 from Chapter one are now 
reproduced as Figure 5.1 and Figure 5.2 respectively. These conceptual models 
specify customer retention as the dependent variable; relationship marketing as 
the intervening variable; and communication, knowledgeability, empowerment, 
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personalisation, ethics, fees and technology as the independent variables. These 
variables, introduced in Chapter one, will be discussed in more detail in this 
chapter. In each section of the chapter the relevant variable will be examined. 
Thereafter, the potential influence of each variable on relationship marketing and 
customer retention will be discussed. The research methodology of the actual 
empirical investigation will follow in Chapter six. 
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Figure 5.1: Conceptual model – banking clients‟ perspectives 
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Figure 5.2: Conceptual model – bank managers‟ perspectives 
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5.2 LINK BETWEEN RELATIONSHIP MARKETING AND CUSTOMER RETENTION 
As explained before, the primary objective of this study is to identify the variables 
influencing the relationship marketing and customer retention of international 
banks, both from banking clients‟ and bank managers‟ viewpoints. Therefore, it is 
important to clarify the link between relationship marketing and customer 
retention before starting a discussion on the various independent variables in the 
conceptual models.  
 
The relationship marketing and customer retention concepts have been 
discussed and a clear connection between the concepts was identified in 
Chapter two. It is proposed, based on the literature analysis, that the customer 
retention of firms, including banks, will improve if relationship marketing is 
implemented (the building and maintaining of relationships with profitable clients).  
 
Various secondary sources share the above proposal that relationship marketing 
has an influence on customer retention. The link between relationship marketing 
and customer retention, as identified in various studies (Bergeron et al. 2008; 
Ackermann & Van Ravensteyn 2005; Wilmshurst & Mackay 2002:346; Swartz & 
Iacobucci 2000:96 and Mudie & Cottam 1999:257), has been clearly highlighted 
in Chapter two. Karakostas et al. (2005:854) also states that the philosophy of 
relationship marketing is based on customer retention. A relationship marketing 
approach develops long-term, retained loyal clients (Gummesson 2008:5). Baron 
and Harris (2003:163) mention that proper relationship marketing by a firm 
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increases client expectations. If client expectations are met, it is possible that 
clients will be retained by a firm, and thus higher customer retention levels will be 
attained. Roche (2007) indicates that the right deployment of CRM (the 
technological application of relationship marketing strategies) can lead to higher 
levels of customer retention. 
 
Thus, it is evident that different theoretical sources state that relationship 
marketing influences customer retention. Therefore, the link between relationship 
marketing and customer retention can possibly be true for the banking industries 
of South Africa, Canada and the UK, the focus area of this study. 
 
As depicted in Figures 5.1 and 5.2, relationship marketing is specified as an 
intervening variable with a possible direct influence on customer retention, the 
dependent variable of this study.  
 
A discussion on the different specified independent variables (communication, 
knowledgeability, empowerment, personalisation, ethics, fees and technology) 
and their possible influence on relationship marketing (intervening variable) and 
customer retention (dependent variable), particularly in the banking industry, 
follows. 
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5.3 COMMUNICATION 
The concept communication was introduced in Chapter one. It is now necessary 
to amplify this concept by explaining the communication process and useful 
communication methods in the banking industry. Additionally, the possible 
influence of communication on relationship marketing and customer retention of 
banks will be examined. 
 
5.3.1 THE CONCEPT COMMUNICATION 
 Communication is necessary during the interactions of a firm-client relationship 
(Donaldson & O‟Toole 2007:150). The importance of communication is shown by 
Van Riel and Fombrun (2007:1), who state that communication is the lifeblood of 
all firms. Communication refers to the transfer of information between parties 
through symbols that ensure the exchanging and sharing of ideas, attitudes, 
opinions and facts (Bosch et al. 2006:543). Other definitions of communication 
state that communication, in general, is the delivering of a message or 
information, through various means, from one individual or group to another 
(Dodd 2004:4 and Joiner 1994:124). Swartz and Iacobucci (2000:416) identify 
communication by a firm as a continual series of dialogues or “conversations” 
with clients, with the goal being to get the clients to view the service firm as a 
partner. Van Riel and Fombrun (2007:2) as well as Cornelissen (2008:5) explain 
that a firm‟s communication system consists of the media used to communicate 
to internal and external stakeholders and includes marketing communications to 
clients. Through communication information is transferred, and the use of 
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different methods or media creates an understanding between two or more 
parties.  
 
As mentioned, communication is not only about conveying a message, but there 
also needs to be an understanding between the parties involved for the 
communication to be effective (Elliot, R. 2009 IN Boshoff & Du Plessis 
2009:271). A firm sends a message to a particular client segment of their market 
and aims to receive feedback or a response from the clients, for example, buying 
actions. Wilmshurst and Mackay (2002:114) as well as Christopher, Payne and 
Ballantyne (2002:220) mention that communication with clients should be viewed 
as a two-way mechanism rather than as a one-way “promotion”. Clients want to 
be heard and really listened to, rather than being promoted to.  
 
Various communication models exist to explain this communication process, for 
example, the AIDA model, the Hierarchy of Effects model and the Information 
Processing model; these all consist of the following communication elements: 
source, message, channel, receiver, encoding and decoding (Elliot, R. 2009 IN 
Boshoff & Du Plessis 2009:271-273; Engelbrecht 2007a:44; Engelbrecht 
2007b:11 and Gay et al. 2007:390). 
 
For the purpose of this study, the source is, for example, the bank; the message 
is, for example, information on new banking fees; the channel is, for example, 
banking fee pamphlets; and the receiver is, for example, the banking clients. It is 
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important to note that various activities, actions and conditions can disturb the 
communication process and elements and thus hinder the effective transmission 
and understanding of the message. For example, a bank can select a 
communication channel not used by the target client group, and therefore it will 
not be appropriate as the clients will never receive the message.  
 
 As mentioned, promotion or marketing communication refers to the 
communication of firms with their clients. Various marketing communication 
elements can be used, such as advertising, direct marketing, personal selling, 
public relations and sales promotion. Within each of these elements different 
communication channels or tools are available to firms, for example, television 
advertisements, radio advertisements, newspaper articles, competitions, e-mails 
and pamphlets (Elliot, R. 2009 IN Boshoff & Du Plessis 2009:274-277; 
Engelbrecht 2007a:41-44; Gay et al. 2007:392 and Bosch et al. 2006:432-436). 
Without sufficient communication with clients firms will not be able to transmit 
important facts regarding products and services to clients and to convince them 
to continuously purchase these products and services. Communication from 
clients to a firm will ensure that a firm generates new knowledge surrounding the 
business environment conditions, market opportunities, changed client needs 
and competition threats.  
 
 Communication or information about a firm can also originate from outside the 
firm, such as through word-of-mouth communications. Word-of-mouth 
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recommendations are also known as viral marketing or referral marketing 
(Hoffman & Bateson 2006:398). Viral marketing refers to the idea that people will 
pass on and share interesting or valuable information among people they know 
(Viral marketing 2010). According to Bruhn and Georgi (2006:119), service firms 
often strive to commence word-of-mouth communication by their clients to 
potential clients. As word-of-mouth recommendations often lead to firms 
interacting with potential clients, that can lead to the establishment of firm-client 
relationships, word-of-mouth is also regarded as a form of communication that 
can possibly influence a firm‟s relationship marketing.  
  
5.3.2 COMMUNICATION IN THE BANKING INDUSTRY 
In the banking industry communication refers to any message send by a bank to 
its clients via a communication medium or vice versa, from a client to the bank. 
Communication in the banking industry is very important as bank employees 
have found that their role has shifted to financial counselling, which involves the 
processes of listening, aligning and matching (Duncan & Moriarty 1998:2). These 
processes require bank employees to possess communication, listening and 
persuasion skills.  
 
Banks use various communication mediums, including bank employees, ATMs, 
websites on the Internet, account statements and clients‟ cell phones, to send 
messages to their clients. In addition, immediate feedback to a client via the 
telephone is also communication by a bank to a client. General advertising of 
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banks as well as notices circulated by banks, for example, in newspapers, are 
also regarded as communication by banks to their clients. 
 
Banks communicate to clients for different reasons, for example, to inform clients 
about their financial situations, to discuss banking options with clients, to provide 
information on new or changed banking products and services or to answer client 
queries. 
 
5.3.3 THE INFLUENCE OF COMMUNICATION ON RELATIONSHIP MARKETING 
AND CUSTOMER RETENTION 
Communication is part of any relationship between individuals or groups of 
people. It can justly be argued that a relationship can only be established if 
dialogue or communication with another party is started (Jarvis 2004). The same 
applies to the relationships of a firm, such as a bank, with its clients. 
Communication is a form of interaction between parties in an agreement and/or 
relationship. 
 
Studies have often shown that communication is important in relationships, for 
example, several studies emphasised that communication is crucial in business 
relationships (Cheng 2001; Duncan & Moriarty 1998 and Dwyer, Schurr & Sejo 
1987). According to Barnes (1994:563), trust between parties based on the 
exchange of information (thus communication) is vital for successful firm-client 
relationships. From an extensive literature overview, Naude and Buttle (2000) 
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identified communication as one of the major relationship constructs. Engelbrecht 
(2007a:101) explains that regular and high quality communication is necessary to 
build mutually beneficial firm-client relationships. Little and Marandi (2003:30) 
also state that relationships, between firms and their clients are built and 
maintained through effective communication. A closer relationship between a firm 
and its client may exist if communication is more intense and follow a two-way 
stream (Donaldson & O‟Toole 2007:151). Therefore, it can be established that 
communication is important for a firm, for example, a bank, when building and 
maintaining relationships with clients. 
 
The quality of communication affects the quality of relationships (Lages et al. 
2005). This shows that communication is a key factor for a firm when considering 
building and maintaining relationships with stakeholders, including clients, thus 
relationship marketing. 
 
According to Gremler and Gwinner (2000), rapport or harmonious communication 
between a firm‟s employees and its clients lead to increased client loyalty levels 
and positive word-of-mouth recommendations. Both loyalty and word-of-mouth 
communication are regarded as consequences of strong firm-client relationships. 
Bruhn and Georgi (2006:18) also recommend that firms adapt their 
communication system in order to improve customer retention. Therefore it can 
be concluded that communication possibly influences the relationship marketing 
and customer retention of firms. 
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The South African banking industry study by Berndt et al. (2004:39) has shown 
that interaction, which constitutes communication, positively influences customer 
service. The influence of relationship marketing on customer service has been 
elaborated on in Chapter two. Therefore, it can be deduced that it may be 
possible that communication influences relationship marketing. 
 
Ackermann and Van Ravesteyn (2005) found that communication is an important 
component of relationship banking (relationship marketing implemented by 
banks) that influences customer loyalty (a prerequisite for customer retention, as 
discussed in Chapter two). Thus, this provides the reason research studies 
include communication as a variable possibly influencing relationship marketing 
and leading to customer retention, specifically in the banking industry.   
 
In Chapter one, the marketing communication of firms has also been identified as 
a component of communication. Included in its marketing communication efforts 
is the brand of a firm (Sweeney & Swait 2008:183). A firm‟s brand reflects, 
portrays or represents the firm‟s image and communicates the firm‟s values. A 
study by Sweeney and Swait (2008) has shown that a firm‟s brand, specifically in 
the retail banking and telecommunications industries, significantly influences the 
firm‟s long-term client relationships and is often a tool of the firm‟s relationship 
marketing actions. In addition, Sweeney and Swait (2008) identified that a firm‟s 
brand influence the continued commitment of its clients, and can thus positively 
influence customer retention rates. This study then proves that communication, 
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for example, through a firm‟s brand in its marketing communication efforts, may 
influence the firm‟s relationship marketing and customer retention. 
 
It is also important to note that, as mentioned, the relationship marketing of a firm 
may also influence communication, specifically word-of-mouth communication. 
Gremler, Gwinner and Brown (2001) mention that relationships between the 
employees and clients of a firm influence the word-of-mouth communication of 
the firm‟s clients, which ultimately influence the reputation, client support and 
even customer retention of the firm. Zeithaml (2000) proposes that customer 
retention leads to profits for a firm because of, among others, positive word-of-
mouth referrals (a form of communication). The opposite may also be true, 
namely that positive word-of-mouth communications may lead to an increase in 
customer retention rates for firms.  
 
Communication can thus be regarded as possibly influencing the client 
relationships and ultimately influencing the customer retention rates of firms. For 
the purpose of this study, the influence of communication (independent variable) 
on relationship marketing (intervening variable) and customer retention 
(dependent variable) of banks will be investigated. 
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5.4 KNOWLEDGEABILITY 
What follows are explanations of the concept of knowledgeability (and specifically 
knowledgeability in the banking industry). The influence of knowledgeability on 
relationship marketing and customer retention of banks will be investigated.  
 
5.4.1 THE CONCEPT KNOWLEDGEABILITY 
 In any relationship it is important that each party have knowledge of the other 
party, for example, of the other party‟s interests and behaviour. If the parties in a 
relationship know and understand one another better, they will know what to 
expect from the relationship, constructively respond to the other party‟s actions 
and be able to give feedback on the other party‟s behaviour. In a firm, 
knowledgeability refers to the level of insight an employee has regarding specific 
aspects, products and services of a firm. Employees require academic and tacit 
knowledge. Academic knowledge is the ability to remember formulas and 
information, whereas tacit knowledge is the ability to be practical and action-
orientated with regard to a firm‟s products and services (Greenberg & Baron 
2000:118). The tacit knowledge of employees, as already explained in Chapter 
one, is not documented, but comprises their insights, intuitions, and emotions. 
Tacit knowledge comprises an employee‟s technical skills and cognitive abilities 
(Knowledge Management 2004:100). Specifically in the service sector, it is 
known that an increase in the tacit knowledge of employees leads to improved 
competitiveness for service firms (Thompson & Mchugh 2002:187).  
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Technological development has sharpened the focus on the knowledge and 
understanding of a specific area and produces valuable outcomes for firms and 
their clients (Mullins 1996:507). The degree of knowledge of employees can be 
perceived by clients as the employees‟ ability to create ideas and the level of 
value received resulting from their applied knowledge. The knowledge of 
employees can depend on their task competence, peer and management 
support, task and role clarity, and firm awareness (Mullins 1996:508). Thus, 
employees will gain increased knowledge if they perform their tasks in a 
satisfying manner, regularly interact with their peers and superiors, have clarity 
on their tasks and roles in the workplace and are fully informed about the firm.   
 
5.4.2 KNOWLEDGEABILITY IN THE BANKING INDUSTRY 
 As mentioned in Chapter one, in a bank an employee‟s knowledgeability will 
depend on his/her insight into and ability to remember banking procedures, 
policies, products and services. Additionally, it will depend on his/her ability to 
practically implement banking procedures and perform service delivery duties to 
clients through the relevant banking systems. The above imply that an employee 
should have technical, product and firm knowledge (Walker 1990:36). 
 
Jackson (2003:71) emphasises the importance of improving the knowledge 
levels of bank employees, in particular their client knowledge, in order to increase 
their expertise and insight regarding banking matters. For example, bank 
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employees need to know which banking products and services suit which client 
groups best in terms of their financial needs. 
 
 Knowledgeable banking employees will understand clients‟ financial needs with 
regard to banking products and services and will be able to communicate 
banking information more effectively (Jackson 2003:71).  
 
5.4.3 THE INFLUENCE OF KNOWLEDGEABILITY ON RELATIONSHIP MARKETING 
AND CUSTOMER RETENTION 
If an employee of a service firm, for example, a bank, has a high level of 
information, clients will always be better informed. Clients will be able to make 
more effective and efficient decisions with regard to, for example, personal 
financial planning. Additionally, clients will tend to trust the firm and feel more 
comfortable using its products and services. This suggests that clients may have 
increased positive feelings towards the firm and that the knowledgeability of the 
employees may ultimately influence the firm‟s relationship marketing and even 
customer retention rates.  
 
In the banking industry, specifically, assistance from bank employees and their 
level of knowledge are considered to be very important by clients. A bank 
employee needs to possess the knowledge and expertise required to advise and 
assist clients in their financial matters. If relevant advice and assistance are 
provided, clients will feel valued by the bank and possibly have a better long-term 
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relationship with the bank. In 1994 already, Greenland (1994:21) identified that 
the skills and knowledge of bank employees to identify, consider and solve client 
queries and complaints improve banks‟ relationships with their clients. 
 
In this study, the influence of the knowledgeability of bank employees on the 
relationship marketing (intervening variable) and customer retention (dependent 
variable) of banks will be considered. 
  
5.5 EMPOWERMENT 
The concept empowerment will be defined and elaborated on in this section. In 
addition, the implementation of empowerment in banks will be discussed, 
together with an elaboration on the influence of empowerment on the relationship 
marketing and customer retention of banks.  
 
5.5.1 THE CONCEPT EMPOWERMENT 
 According to Longenecker et al. (2006:362), empowerment is the strategy 
whereby firms give employees more authority to make decisions or take actions 
on their own regarding the work that their job entails. Hoffman and Bateson 
(2006:265) define empowerment as the option of giving discretion to front-line 
employees interacting with clients to meet clients‟ product and service needs 
creatively. Baron and Harris (2003:33) state that empowerment is concerned with 
the increase of the levels of responsibility and authority of employees. Through 
empowerment employees are more involved in decision-making in the firm. In 
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some firms the implementation of empowerment can lead to the existence of 
work teams that can function and perform their jobs without close managerial 
supervision (Longenecker et al. 2006:363). 
 
Empowerment ensures that employees are more focused on clients and 
increases their response time to clients‟ needs and queries (Hoffman & Bateson 
2006:266). Empowered employees are usually satisfied with their jobs, and their 
positive attitudes show when conducting their job activities and during their 
interactions with clients (Hoffman & Bateson 2006:266). Empowered employees‟ 
creativity and innovation can often lead to new product and service ideas without 
costly marketing research. 
 
5.5.2 EMPOWERMENT IN THE BANKING INDUSTRY 
According to Jackson (2003:71), empowered bank employees who can make 
decisions regarding their jobs, tasks and responsibilities can effectively market a 
bank‟s products and services. In other words, empowered bank employees who 
are knowledgeable about banking products, services, policies and procedures 
and who can make their own decisions when performing their jobs and advising 
clients on financial matters will be able to secure good client relationships and 
deliver superior service. 
 
In the banking industry job redesign methods are often used to facilitate the 
empowerment of employees. For example, job rotation is used in bank branches. 
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Job rotation is the strategy used by firms when moving employees around from 
one job to another (Bosch et al. 2006:596). Job rotation ensures that employees 
acquire more skills and increases the job satisfaction levels of employees as job 
monotony is reduced (Bosch et al. 2006:586). Bank employees are often moved 
from one position to another in a bank at regular intervals, for example, a bank 
employee arranging appointments for consultants can be moved to assist clients 
at the enquiries desk after six months or a bank teller can be moved to the bank‟s 
information desk. In addition, job rotation can include the movement of an 
employee to another bank branch. 
 
Job redesign, for example, through job rotation, can also extend the knowledge 
levels of bank employees so that they understand how the business of the bank 
and the financial business of banking clients work. Then the possibility exists that 
bank employees will be more empowered to make well-informed and relevant 
recommendations to banking clients regarding financial matters. On the other 
hand, empowerment through transfers (movement) of employees can cause 
confusion and unhappiness among clients. According to Bowles (2005), internal 
transfers of employees give support to employee development; however, these 
transfers can have negative effects on and bring about too many changes in 
bank-client relationships.  
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5.5.3 THE INFLUENCE OF EMPOWERMENT ON RELATIONSHIP MARKETING 
AND CUSTOMER RETENTION 
As indicated above, empowerment ensures more power and authority to an 
employee in a specific position. The assurance of the empowerment of 
employees might prevent disturbances in a bank‟s client relationships as 
employees will be able to advise, inform and assist clients without referrals to 
higher management or authority figures to solve queries.  
 
Bowles (2005) further states that any plan of a firm to improve client satisfaction 
must start with measuring and reducing employee turnover. In other words, only 
when the employees of a firm are “happy” (when internal marketing is 
successful), the firm can focus on building meaningful client relationships and 
ensuring client satisfaction. Employees that have the power, authority and 
freedom to make decisions regarding their job will be satisfied and less likely to 
move away from the firm. Thus, the empowerment of employees contributes to 
lower employee turnover, which in effect may lead to higher levels of client 
satisfaction through well-established firm-client relationships. 
 
Employees‟ competency levels, which include their knowledgeability and their 
degree of empowerment to conduct tasks on their own, also influence a bank‟s 
client relationships and customer loyalty levels (Ackermann & Van Ravesteyn 
2005). 
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However, as explained above, empowerment by means of job rotation can result 
in unhappy clients who prefer handling banking matters with a specific employee. 
Therefore, these clients might defer to competitor banks and thus empowerment 
may decrease customer retention. 
 
For the empirical investigation of this study, the researcher will evaluate the 
influence of the empowerment of bank employees on the relationship marketing 
(intervening variable) and customer retention (dependent variable) of banks. 
  
5.6 PERSONALISATION 
The nature of personalisation by service firms, conducted through their products 
and services, will be the main discussion in this section. After the discussion on 
the concept of personalisation, the implementation thereof in the banking industry 
will be elaborated on. Additionally, the influence of personalisation on the 
relationship marketing and customer retention of banks will be investigated.  
 
5.6.1 THE CONCEPT PERSONALISATION 
 It is important to note that personalisation refers to the customisation of both 
products and services according to the individual needs of clients. Wells and 
Wolfers (2000:33) explain the method of personalisation as follows: The key is to 
organise and build a client database for the firm. It is a requirement that the 
database can be continuously updated, immediately after each client interaction, 
and the main purpose of the client database is to convert client data into useful 
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client information. Client information should be used to personalise products and 
services according to each client‟s unique needs.  
 
Karakostas et al. (2005:854) also identify information as useful in personalisation 
efforts and mention that firms use information and communication technologies 
to offer clients a variety of products, lower prices and personalised products and 
services. Thus, in order to market effectively to the individual client, firms gather 
information from both internal and external sources and use it to create a unified 
view or profile of each client for targeted marketing purposes.  
 
It is evident, as proved by Karakostas et al. (2005:854), that firms effectively 
manage information to tailor products and services for individual clients in their 
relationship marketing efforts. This will be especially true in a competitive 
environment where all firms in a particular industry offer similar products and 
services. 
 
  According to Fitzsimmons and Fitzsimmons (2008:40), the differentiation or 
customisation, thus personalisation, of standard services is very important in 
service industries. Gwinner, Bitner, Brown and Kumar (2005) identified that the 
popularity of personalisation strategies implemented to customise products and 
services for individual clients were growing. Results from these authors‟ study in 
2005 have also shown that knowledge about a firm‟s clients is a prerequisite for 
the effective personalisation of the firm‟s products and services. 
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 5.6.2 PERSONALISATION IN THE BANKING INDUSTRY 
A retail bank implements personalisation when it can design and provide 
products and services that suit clients‟ individual financial needs (Peppard 
2000:322). Peppard (2000:322) also shows that in financial service firms the 
failure to understand that all clients cannot be treated in the same way, in other 
words, not providing personalised products and services, can lead to costly 
mistakes.  
 
Wells and Wolfers (2000:34) emphasise that trust, privacy and personalised 
service are the three key elements for modern banks to be competitive. This 
clearly shows the importance of personalisation in the banking industry if a bank 
wants to fiercely compete with other financial institutions, especially with 
international banks. Jackson (2003:71) states that the only aspect differentiating 
a bank from its competitors is its personalisation of banking products and 
services. 
 
The successful online bank in the UK, Egg plc, uses personalisation strategies in 
its product and service offerings. Egg plc indicates that its personalisation 
strategies include aggregation services and online statements of activity for its 
clients. (What‟s egg? 2002:60). 
 
Durkin et al. (2008:261) emphasise that personalised service in banks, in other 
words, branch-based encounters or personal bank-client interaction, is just as 
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important as personalised banking products (for example, adapted banking fees 
on a cheque account to suit an individual client‟s financial needs).  
 
Wells and Wolfers (2000:31) mention that previously all banks used 
personalisation as all clients communicated face-to-face with bank managers 
regarding their financial needs. However, now it is more difficult for banks, 
specifically in the retail market where all clients are not personally known, to 
provide personalised banking products and services to each client (Wells & 
Wolfers 2000:31). The main reason leading to the difficulty for banks to 
personally know their clients and consequently offer personalised products and 
services is the fact that clients transact with banks via the Internet and do not 
need face-to-face contact. Wells and Wolfers (2000:31) state that this 
phenomenon led to banks automating their processes and decreasing their 
employee levels. However, despite the noted importance of personalisation in the 
banking industry, many retail banks still provide similar products and services 
that limits the financial options of clients (Menon & O‟Connor 2007:158). It is 
clearly necessary for bank employees to identify the personalised banking 
product and service needs of clients. 
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5.6.3 THE INFLUENCE OF PERSONALISATION ON RELATIONSHIP MARKETING 
AND CUSTOMER RETENTION 
Berry (1983 IN Berry, Shostack & Upsay 1983) identified the customisation or 
personalisation of products and services as a relationship marketing strategy. 
According to Callaghan (2004), CRM software developers are continuously 
aiming to develop applications for firms to solve their customisation or 
personalisation problems. Peppard (2000:313) also mentions that it is critical to 
use information in relationship marketing strategies in order to tailor products and 
services according to clients‟ individual needs. Gay et al. (2007:254) indicate that 
personalisation is necessary for firms to satisfy the different needs of their 
different client groups. The article by Bruno-Britz (2008b) also suggests that 
tailored or customised banking products and services increase customer 
retention. 
 
Because CRM (the technological implementation of relationship marketing) is 
involved in the personalisation efforts of firms, the link between personalisation 
and relationship marketing is clear. A firm needs to have knowledge about its 
clients and their product and service needs before being able to successfully 
personalise its products and services as required. According to Gay et al. 
(2007:255), firms‟ personalisation strategies require client information to be 
continuously updated. Therefore, it is evident that personalisation efforts may 
possibly influence firm-client relationships as firms start to understand their 
clients better. 
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It is documented that firms can use the personalisation of products and services 
to make their websites more user-friendly, to decrease costs, to increase sales, 
to improve client service, to increase customer loyalty as well as to attract new 
clients (Riecken 2000:32). Thus, firms admit to using personalisation in order to 
create, develop and maintain firm-client relationships. In terms of personalisation, 
relationship marketing and customer retention the opposite might also be true: 
Relationship marketing and customer retention might positively influence 
personalisation. Fitzsimmons and Fitzsimmons (2008:12) indicate that firms often 
use their long-term client relationships to facilitate the tailoring of their services 
according to specific client needs.  
 
A research study by Eid (2007:1027) indicated that in the banking industry 
personalisation has a positive effect on banks‟ relationship quality, and thus on 
their relationship marketing efforts towards clients. 
 
A study conducted in the South African banking industry revealed that 
customised or personalised service positively influences customer service 
(Berndt et al. 2004:39). In Chapter two it was shown that relationship marketing 
may influence customer service. Therefore, it can be stated that it may be 
possible that personalisation influences relationship marketing. 
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In the empirical investigation of this study the hypotheses regarding the 
influences of personalisation on the relationship marketing (intervening variable) 
and customer retention (dependent variable) of banks will be evaluated. 
 
5.7 ETHICS 
The concept ethics was introduced in Chapter one. Following a sufficient 
definition, it is now necessary to magnify this concept by elaborating on the 
influence of ethics on the relationship marketing and customer retention of banks. 
 
5.7.1 THE CONCEPT ETHICS 
 The ethical behaviour of firms has only been a prominent focus area in the 
business management field since the year 2000. However, some researchers 
had defined and stressed the importance of ethics in firms earlier. McDonald and 
Leppard (1990:27) define ethical behaviour as the conforming to acceptable 
norms of behaviour, based on custom, practice and personal conscience. 
According to Joyner and Payne (2002:299), ethics refers to a set of values that 
define right and fair behaviour within a society. Ethics can also be defined as the 
set of moral principles or values that determine human behaviour (Stevenson 
2005:4). The ethical behaviour of a firm refers to whether it acts in the right or 
wrong way. Bosch et al. (2006:786) describe business ethics as a form of applied 
ethics that is concerned with the moral dilemmas or situations arising from doing 
business activities when firms need to decide what is right or wrong. Thus, the 
ethical issue is the integrity of a firm, and it can be said that an ethical firm is 
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truthful and fair in its decision-making; creates goodwill for stakeholders; and 
ensures that all parties involved in its operations and activities receive fair, 
relevant and earned benefits (Longenecker et al. 2006:25). Ethical issues can 
revolve around decisions and activities concerning clients, competitors, 
employees, shareholders, suppliers, the government, the general public and the 
environment. 
 
 The social responsibility of firms is also a key ethical factor in the business 
environment and refers to the ethical obligations of a firm towards its clients, 
employees and the community (Longenecker et al. 2006:31). For example, a 
socially responsible firm should provide safe products to clients; be fair in human 
resources decisions such as lay-offs; and consider the impact of its operations on 
the environment to ensure it causes no harm but rather protects the environment. 
 
 Every firm has a code of ethics or a moral philosophy (in a written document or 
the owners‟ personal beliefs) that constitutes the principles or rules that the firm 
follows when deciding what is right or wrong in a given business situation 
(Hoffman & Bateson 2006:113). This ethics code will guide the firm‟s decision-
making when faced with an ethical or moral dilemma. 
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5.7.2 ETHICS IN THE BANKING INDUSTRY 
A bank‟s degree of ethical behaviour will depend on its conformance to socially 
acceptable and legal ways. For example, a bank in South Africa will operate in an 
ethical manner if it operates according to the Banks Act (Act No. 1 of 1990) and 
the Competition Act (Act No. 89 of 1998 – amended in February 2001) and 
according to the norms of the general public, including its target market. The 
bank will be structured and operating according to the law and will not be 
involved in illegal practices.  
 
As mentioned previously, Wells and Wolfers (2000:34) emphasise that trust, 
privacy and personalised service are vital for banks operating in competitive 
business environments. This clearly shows that the ethical behaviour of banks, 
including their policies and actions ensuring the privacy of client information and 
the extent to which clients can trust these institutions, is an important focus area 
in the banking industry. 
 
Banks can ensure that their clients trust them through focusing on the 
implementation of strategies for explicit ethical behaviour, specifically the 
insurance of confidential client information and the security of clients‟ funds.  
 
Many reasons exist for clients‟ concern for the confidentiality of their information: 
Clients want their information to be private; they want to avoid unwanted 
intrusion, embarrassment, economic harm and criminal harm; and they might feel 
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uncomfortable if others know about their personal issues (Tsarenko, Stewart & 
Gabbott 2004:797). These reasons may be applicable to banking clients. Clients 
want their financial and personal information to be kept private by their bank in 
order to avoid some, or all, of these consequences. Research conducted in the 
USA in 2003 indicated that 6% of banking clients did not use online banking 
services because they were concerned about the confidentiality of their 
information (Greenspan 2003:2). This concern may very well be shared by South 
African, Canadian and UK banking clients. Clients want permanent access to 
their personal banking information and desire that their personal information be 
used by bank employees in order to provide relevant financial advice; however, 
clients value confidentiality and want their personal information to be protected 
by their bank (Cullen 2002:1).  
 
The importance of banks securing their clients‟ funds is evident through research 
that has shown that clients or investors expect banks to protect their personal 
funds. Research findings have shown that the primary reason why banking 
clients do not make use of online banking is their concern about security. The 
findings indicated that 26% of the respondents were in doubt about the security 
of online banking facilities (Greenspan 2003:2).  
 
South African banks are now also considering their impact on the environment, 
and all four major banking groups are incorporating various “green elements” into 
their operations to ensure ethical behaviour through environmental responsibility.  
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According to Monteiro (2009), banks in South Africa are focusing on reducing 
their carbon emissions in order to be environmentally responsible, and thus being 
ethical in their operations. These actions show banks‟ concern about the 
environment and create awareness among clients about environmental issues. 
However, instead of only ensuring ethical behaviour through the protection of the 
environment, environmental focus by banks is also for marketing purposes. 
Monteiro (2009) mentions that firms that focus on the environment can attract 
clients and shareholders and ensure positive perceptions about the firm by 
various stakeholder groups. 
 
5.7.3 THE INFLUENCE OF ETHICS ON RELATIONSHIP MARKETING AND 
CUSTOMER RETENTION 
Previous studies have determined the ethical behaviour of firms to be one of the 
decisive matters in the forming and management of relationships with 
stakeholders (Dorsch, Swanson & Kelley 1998). Monteiro (2009) also proves that 
the ethical behaviour of banks, for example, through focusing on their impact on 
the environment, does influence relationship marketing because firms‟ 
environmental awareness often attracts clients. 
 
Peppard (2000:317) indicates that confidentiality, an aspect of the ethical 
behaviour of banks, is a crucial component of the trust in the service provider-
client relationship. It is important for banking clients to be assured that their bank, 
an institution with all their personal and financial details in its database, will 
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respect their privacy of information. In other words, clients need to know that the 
bank will not distribute client data to other firms, institutions and/or organisations. 
If a bank uses clients‟ information without the permission of the specific clients or 
if clients‟ information is accessible to another person, the clients will consider this 
occurrence an invasion of their privacy. The majority of banking clients will view 
this as unacceptable and unethical. It may negatively influence the bank‟s 
relationship with its clients. The clients affected may even move to a competitor 
bank and thus the customer retention rates of the initial bank may be negatively 
influenced. However, if a bank implements sufficient measures to ensure that 
bank employees handle client information responsibly, clients will trust the bank 
and possibly have a high-quality relationship with the bank. Research indicated 
that confidentiality is important in the purchasing decision of banking clients 
(Cullen 2002). It is evident that the level of confidentiality, and thus ethical 
behaviour, upheld by a bank will determine clients‟ decisions whether to 
consolidate their financial relationships with the bank.  
 
The same applies to the security of clients‟ funds. Clients‟ relationships with a 
bank may be negatively influenced if their funds are siphoned away and the bank 
cannot account for this occurrence. If high security systems are evident, clients 
will feel that their funds are safe with the bank and possibly feel more positive 
towards the bank and be willing to build a long-term bank-client relationship.  
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Hoffman and Bateson (2006:125) argue that the building of long-term client 
relationships can ensure that employees always act in ethical ways. In other 
words, the authors indicate that relationship marketing may influence the firm‟s 
ethical behaviour. This study proposes that the opposite may also be true as the 
ethical behaviour of a firm may lead to stronger client relationships; thus, that 
ethics may influence a firm‟s relationship marketing. 
 
As evident from observations in the section on ethics in banking above, ethics is 
necessary to build and maintain trust between parties in a relationship. 
Longenecker et al. (2006:34) also mention that the greatest benefit of firm 
integrity, thus ethical behaviour, is trust in the firm from stakeholders. As trust is a 
known element of a relationship, as mentioned in Chapter two, it is important to 
note that ethics can thus possibly influence the relationships between firms and 
their clients (a specific stakeholder group).  
 
Specifically, in the UK it is evident that the ethical behaviour of banks influences 
clients‟ choice of a bank, and thus where they are willing to have a bank-client 
relationship. Research conducted in the UK in 2002 indicated that more than 
20% of potential banking clients are influenced to open an account with a bank 
for ethical and environmental reasons (Ethical and Ecological Value Analysis 
2002). In 2002, 44% of the saving account clients of the Co-operative Bank in the 
UK indicated that ethics is an important factor when deciding on a bank, while 
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37% clients indicated that ethics is the single most important factor when 
choosing a bank (Ethical and Ecological Value Analysis 2002).  
 
Therefore, based on information gathered from theoretical sources and empirical 
research, the influence of ethics (or ethical behaviour) on the relationship 
marketing (intervening variable) and customer retention (dependent variable) of 
banks will be investigated empirically. 
 
5.8 FEES 
The definition of fees, specifically in the banking industry, will be the focus of the 
following section. The influence of fees on both the relationship marketing and 
customer retention of banks will be highlighted.  
 
5.8.1 THE CONCEPT FEES 
 Every product and service are sold to consumers for a specific price. In the case 
of services rendered, the price charged is often called the fee, rent, tariff, fare, 
premium or rate (Mostert, P. 2009 IN Boshoff & Du Plessis 2009:143-144). In the 
banking industry clients are charged certain fees for banking products and 
services.  
 
 As already mentioned in Chapter two, price is one of the elements or 4Ps of 
marketing. Longenecker et al. (2006:299) define price as the specification of 
what a firm requires in exchange for transferring ownership or use of a product or 
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service. The price of a product or service reflects the cost that the consumer 
needs to pay in order to purchase or make use of the product or service. At the 
same time, the price reflects what the firm needs to collect in order to cover the 
costs of providing the product or service (Longenecker et al. 2006:131) as well as 
make a profit from the transaction. Hoffman and Bateson (2006:169) therefore 
mention that the main challenge for firms is to charge a price that clients are 
willing to pay for the service while also ensuring a profitable return for the firm. 
 
Although there are a variety of different costs involved for a client when 
purchasing a service, including time costs, energy costs and psychological costs 
(Hoffman & Bateson 2006:168-169), the focus of this study is not on these types 
of costs. Time costs refer to the time spent by the client to acquire the service. 
Energy costs are the physical energy spent by the client to acquire the service, 
and psychic costs are the mental energy spent by the client to acquire the 
service. For the purpose of this study, only the monetary price to be paid by the 
client is relevant, as the focus is to determine whether the actual monetary cost 
to clients influence their long-term relationships with their banks. Therefore, when 
referring to fees in this study, the researcher refers to the monetary fees, charges 
or costs paid by banking clients. 
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5.8.2 FEES IN THE BANKING INDUSTRY 
In the banking industry fees are often referred to as banking costs or bank 
charges. These fees refer to the amount charged by a bank to its clients for its 
banking products and services rendered, for example, banks charge fees such 
as transaction fees for transfers and general administration fees (Manage your 
bank charges 2004). These fees are usually increased once a year and are 
determined by the head office of a bank. Bank fees are the same for all clients, 
but may vary in some instances, for example, the interest rate on a property bond 
may depend on a client‟s records with the bank and/or his/her assets. Specific 
bank packages may decrease a specific client‟s bank fees because of his/her 
use and implementation of the package. For example, some banking institutions 
provide decreased bank fees if clients permanently maintain a specific balance in 
their cheque accounts (Manage your bank charges 2004).  
 
Banks often operate in a competitive banking industry and business environment 
where all role players or banking services providers offer similar products and 
services. For example, as mentioned before, in South Africa the banking industry 
is a oligopoly with four major banks dominating the industry. Wells and Wolfers 
(2000:32) identify banking fees as the only area of differentiation between banks. 
In the banking industry fees are often regarded as the only aspect that will make 
a banking client choose one bank above another, as the banking products and 
services do not differ significantly between the different banks. 
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As mentioned, fierce competition based on fee structures started in South 
Africa‟s major banks in 2007. Major banks reduced certain banking fees and 
discontinued selected transaction fees (Nyamakanga 2007). Serious 
investigations regarding the fairness of the fee structures of the major South 
African banks commenced in 2007, followed with more intense enquiries in 2008. 
 
5.8.3 THE INFLUENCE OF FEES ON RELATIONSHIP MARKETING AND 
CUSTOMER RETENTION 
Theoretical sources emphasise the possible influence of fees on firms‟ 
relationships with clients and their customer retention rates. Longenecker et al. 
(2006:299) state that price decisions are important as they directly influence firm-
client relationships. The pricing of its services can influence a service firm‟s 
customer loyalty efforts (Mostert, P. 2009 IN Boshoff & Du Plessis 2009:144). 
Ackermann and Van Ravesteyn (2005) identified that banks‟ prices or fees play 
an important role in establishing relationships between a bank and its clients as 
well as in maintaining these relationships. The researchers found that banking 
fees influence customer loyalty, which will in effect determine the customer 
retention rates of banks. Bruhn and Georgi (2006:18) also state that firms should 
adapt their pricing system in order to possibly improve customer retention. 
 
During 2007, the price or fee competition between the major South African banks 
led to banking clients switching or moving to other banks (Nyamakanga 2007). 
Thus, this occurrence reflects the possibility that changes in fees can damage 
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the relationships between a bank and its clients. Therefore the possibility exists 
that fees can influence relationship marketing and customer retention.  
 
For the purpose of this study the influence of fees (independent variable) on the 
relationship marketing (intervening variable) and customer retention (dependent 
variable) of banks will be investigated empirically.  
 
5.9 TECHNOLOGY 
This section will elaborate on the nature and use of technology in the banking 
industry. The section will also provide explanations on the influence of 
technology on relationship marketing and customer retention in the banking 
industry.  
 
5.9.1 THE CONCEPT TECHNOLOGY 
 Hoffman and Bateson (2006:269) define technology as the level of automation a 
firm utilises. When referring to technology, firms generally refer to their 
Information and Communications Technology (Gay et al. 2007:3), meaning that 
technology is any technical development in a process, system, product or service 
influencing the transmission of information and the communication processes of 
a firm. 
 
 Firms implement technological developments to offer faster and better products 
and services with increased availability and convenience. Technology is a cost-
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effective, reliable and efficient method for firms to deliver products and services. 
Dawson (2005:XViii) indicates that technology has become a critical driver in 
professional services. According to Engelbrecht (2007b:22), technology is often 
used by firms to ensure more effective and efficient processes, for example, the 
quality control of products and services, increased client contact, client education 
on products and services and identifying clients‟ product and service needs, to 
mention just a few.  
 
5.9.2 TECHNOLOGY IN THE BANKING INDUSTRY 
Developments in information technology are increasing competition in financial 
institutions worldwide. Therefore, the deployment of advanced technologies in a 
bank is fundamental to achieving a competitive advantage (Kamel & Hassan 
2003:1). Information flow, trading and investment are independent of time and 
place because of technology (Mikdashi 2001:9). For example, banking services 
can be delivered at any time and at any place and not only in a physical banking 
branch during its opening hours. Petzer et al. (2008:599) mention that technology 
is important for banks when expanding product and service provision to the un-
banked segment of the population. It is clear that technologically advanced 
methods and systems are necessary in the banking industry to deliver products 
and services. According to Okeahalam (2008:1131), technological innovation has 
allowed banks to provide products and services through a variety of methods. 
Banking services are now provided by means of technological methods including 
ATMs, telephones, cell phones and the Internet. 
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Technology is very important in the banking industry and its importance can be 
seen in the wide and increased use of ATMs. The first ATM was installed by 
Barclays Bank in June 1967 (Introna & Whittaker 2006:325). The ATM is a 
relatively simple device that ensures that banking clients can access their 
accounts, conduct banking transactions and withdraw cash (Introna & Whittaker 
2006:326). The convenience of the availability of banking services is the main 
benefit offered by the ATM to the banking client. Introna and Whittaker 
(2006:325) indicated that the ATM will for the foreseeable future be the dominant 
mode of access to cash for banking clients.  
 
In 2003, 63% of personal payments in the UK were in the form of cash (accessed 
via ATMs), as opposed to payments through the use of alternative payment 
methods (Introna & Whittaker 2006:325). The UK Association for Payment 
Clearing Services (APACS) forecasts that 75% of all access to cash will be 
through the use of ATMs by the year 2012, increasing from 51% in 2002 and a 
low 27% in 1992 (Introna & Whittaker 2006:325). Therefore, ATMs are 
considered as the main (most used) technologically advanced method in banks‟ 
product and service delivery processes.  
 
The use of technology in the banking industry also reduces the costs of service 
delivery for banks. For example, the cost incurred by a bank if a client uses an 
ATM to withdraw cash is much lower than if the client was to make an “over-the-
counter” transaction in a physical bank branch (Introna & Whittaker 2006:333). 
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Ultimately, clients also benefit from using technological methods to access 
banking services, for example, the ATM, as banks charge clients lower banking 
fees for transactions made by using the technology it offers. Again it is evident 
that with technology mutual benefits occur to a firm and its clients. Therefore, the 
importance of technology in relationship marketing, where reciprocity is a key 
dimension of a firm-client relationship, is clear. However, it is also possible that 
the positive application of technology in the delivery of services can, however, be 
restricted by various negative consequences of technological advancement. 
Technological advancement limits the possibility of human error, but requires 
more extensive training of service employees. Banks need to educate and train 
their employees more extensively to adequately equip them with knowledge of 
the use of the technology (Buckley & Caple 2004:64 and Hirschowitz 1986:27).  
 
Another technological aspect to be considered by banks is how they keep clients‟ 
funds and identities secure and private. It has been mentioned earlier that 
security of funds and privacy of client information are ethical aspects; however, 
the assurance of these aspects is technological in nature. As Colley (2008:41) 
rightly states, clients can no longer see and therefore be reassured by the 
physical security measures in place at a bank. The fears of clients increase as 
they increasingly become the targets of identity and financial theft. Identify theft 
from banking clients and robberies of banks can damage public confidence in the 
data protection and information security of banks. Clients are alarmed by the 
enormity of potential losses to them, and the emotional distress over a potential 
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or actual incident of lost funds or identity theft, and concern over the reputation 
and future stability of the bank, can potentially damage bank-client relationships 
permanently. (Colley 2008:41). It is clear that to protect clients‟ funds and 
identities, banks need advanced technological systems in place. Technology can 
therefore enhance or destroy bank-client relationships, depending on its 
effectiveness in securing clients‟ funds and identities. 
  
The usefulness of technology in the banking industry has also been stated by 
Wells and Wolfers (2000:34). The authors mention that computer systems and 
software (technological methods) can be used to gather and transform client data 
(their behaviour, needs and demographic aspects) into information that can be 
used by financial institutions to offer products and services that will ensure future 
support from clients. Bruno-Britz (2008b) mentions that technology assists banks 
in analysing clients to better understand their financial product and service 
needs. Specifically in South Africa, technology in cell phone banking services 
made it possible for banks to reach the masses of un-banked population 
members, as most people have cell phones (Bruno-Britz 2008a).  
 
Many clients prefer using technology, for example, making use of the Internet, 
when conducting their banking business. Viveiros (2007:30) states that some 
clients rather go online (use a bank‟s website on the Internet) than visit a physical 
bank branch and wait in a line. Therefore, some clients prefer the use of 
technology and only make use of an online bank (a bank only accessible via the 
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Internet without any physical branches) such as HSBC Direct. However, if a 
bank‟s clients still make use of physical branches to conduct their banking 
activities, and some clients still prefer a degree of personal contact with a bank 
employee, it is important for the bank to automate these branches. As mentioned 
previously, both Barclays and HSBC have flagship branches in London that are 
highly automated (Barclays banks on new London flagship 2008:5). These 
automated branches show the technological focus of these two UK banks. 
Specifically in Canada, RBC successfully implemented technology in the form of 
a data warehousing system in order to build and maintain client relationships 
(Tulley 2001:12). 
 
The delivery of banking products and services through technological methods 
has lead to the questionable usefulness of physical bank branches because 
technological developments are changing the way firms, including banks, and 
their clients interact with limited face-to-face contact. Physical bank branches are 
an increasingly costly vehicle of service delivery for banks in comparison with 
more recent options such as providing banking products and services through 
ATM, telephone, cell phone and/or Internet banking. The study by Heffernan 
(2006:3099) has shown that banks with more physical branches offer lower 
deposit rates and higher loan rates. The “new” technologically advanced banking 
methods (telephone, cell phone, Internet), together with ATMs, are seen by 
clients as substitutes for some services offered at a bank branch (Heffernan 
2006:3098). It can be observed that in some rural areas, especially in the past, 
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clients prefer one-to-one interaction with bank employees, but the vast 
technological advancements and urbanisation changed many clients‟ 
preferences. For many clients technological alternatives offering banking 
services resulted in branch location becoming a secondary factor in their choice 
of bank.  
 
It is evident that in the banking industry clients want technologically advanced 
systems and methods. It has already been mentioned that reciprocity is a key 
factor for a firm when considering its relationships with its clients. Therefore, it 
can be said that in the banking industry technology is a necessity to ensure 
benefits to clients.  
 
5.9.3 THE INFLUENCE OF TECHNOLOGY ON RELATIONSHIP MARKETING AND 
CUSTOMER RETENTION 
Interactions between a firm and its clients are necessary to build and maintain 
client relationships. A clear link between technology and client relationships is 
evident as many firms use the term e-CRM when referring to technological 
developments that lead to more effective and relevant client interactions (Gay et 
al. 2007:4). Peppard (2000:325) also indicates that integrated information in a 
firm through technology is essential for the management of client relationships. 
The use of information technology in the establishment of relationships has 
increased over time (Donaldson & O‟Toole 2007:156). 
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A study by Hamid and Kassim (2004:107) has shown that technology influences 
relationship marketing and that the use of the Internet (a technologically 
advanced tool) can enhance a firm‟s customer loyalty, which may relate to its 
customer retention, as explained in Chapter two. 
 
A client‟s relationship with a firm will be influenced, positively or negatively, if 
he/she can specify how products and services need to be adjusted according to 
their personal requirements. Gay et al. (2007:4,17) identify the influence of 
technology on client relationships through the customisation and personalisation 
of products and services through technology.  
 
As mentioned before, how banks use clients‟ details stored in their databases is 
very important to clients for privacy reasons and if the ethical behaviour of a bank 
is an important aspect to them. Through the better management of client-related 
information and knowledge by using appropriate technology (for example, client 
databases) firms may build stronger client relationships (Fitzsimmons & 
Fitzsimmons 2008:81 and Karakostas et al. 2005:855). Bitner (2001) has also 
shown that technology influences the relationships a firm has with its clients.  
 
Previous relationship marketing studies focused on the influence of technology 
on the relationships firms have with their stakeholders (McGowan, Durkin, Allen, 
Dougan & Nixon 2001). Dibb and Meadows (2004:115) also developed a 
framework from relationship marketing studies conducted, and clearly identified 
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that if a firm wants to focus on relationship marketing, it has to carefully consider 
the technology it implements. Therefore, if a firm wants to focus on building and 
maintaining relationships with its clients (relationship marketing), in other words, 
if a firm decides to be customer-oriented, technological changes will be a 
prerequisite for the firm. In order to implement relationship marketing through a 
CRM strategy a firm is required to make technological changes (Sraeel 2003). 
ATMs may be considered technological tools that enhance banks‟ client 
relationships. Introna and Whittaker (2006:325) view the ATM as an instrument 
that ensures that a variety of relationships are formed primarily between banks 
and their clients.  
 
Another aspect relevant to the technology of banks and one that can possibly 
harm the relationship marketing of banks is the fact that many clients do not have 
conveniently placed ATMs near them. Introna and Whittaker (2006:334) state 
that banks focus on locating their ATMs in places where they would attract the 
maximum number of transactions, for example, in a shopping centre. Therefore, 
many banking clients in remote areas, far from high-density places, often have 
no access to ATMs. Not being able to satisfy clients will damage the relationships 
between a firm and its clients. Thus, the incorrect use of technology can lead to 
damaged firm-client relationships. 
 
As indicated above, many banks and their clients may prefer using more 
technologically advanced banking methods. However, the physical bank branch 
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is still important, and the level of convenience provided by a bank‟s branches 
may influence the bank‟s client relationships. Research by Heffernan 
(2006:3098) has shown that branches continue to be an important “non-price” 
feature for some types of small businesses. For example, some ATMs located 
outside or away from a bank are not equipped to accept deposits, making branch 
proximity an important consideration for small businesses that receive a large 
proportion of their payments by cash or cheque.  
 
Heffernan (2006:3099) states that small firms often pay for the convenience of 
doing business at banks with extensive branch networks. The same may be true 
for individual clients. Okeahalam (2008:1133) mentions that closer proximity of 
bank branches to clients and not technologically advanced banking services can 
possibly influence the development of a bank‟s relationships with its clients. 
Thus, although a bank may have technologically advanced products and 
services, clients may prefer bank branches where direct contact with bank 
employees is possible; this may ensure improved client relationships with the 
bank. In effect, banks with fewer, conveniently located and efficient branches, 
may loose clients to competitors with extensive branch networks. This means 
that technology might negatively influence relationship marketing and customer 
retention. 
 
In addition, research by Okeahalam (2008:1101) has also shown that the 
technological advancement and delivery of banking products and services are 
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not always a necessity for banking clients. The South African study by 
Okeahalam (2008:1131) found that the spatial availability or geographical 
distribution of bank branches has a significant impact on the overall access of 
banking products and services to banking clients. The study by Okeahalam 
(2008:1143) also indicated that contrary to the current focus of banks to provide 
banking products and services through technological methods, banks‟ returns on 
investments will be greater if the focus is on increasing the number of bank 
branches. Thus, the physical contact between banks and their clients should 
improve, instead of banks solely concentrating on banking technology and 
eliminating branches. 
 
A bank may also negatively influence its client relationships if it charges its 
clients a “penalty” fee for using other banks‟ technologically advanced service 
delivery methods, for example, its ATMs. Banks in the UK started charging a 
“disloyalty” fee when a client used another bank‟s ATM (Introna & Whittaker 
2006:333). In South Africa it is known as the Saswitch fee, paid by clients when 
using the ATM of another bank. 
 
In terms of security, banks can use technology to positively influence bank-client 
relationships. According to Peppard (2000:317), the security (of clients‟ funds) 
provided by a bank is of the utmost importance to the trust dimension of a bank-
client relationship. This shows that technology, which can be used to effectively 
secure clients‟ funds, can influence the relationship between banks and their 
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clients. The influence of technology on customer retention is also confirmed by 
Karakostas et al. (2005:855), who indicate that through the effective use of 
information technology firms may increase their retention rate of clients. 
 
Barnes and Howlett (1998:17) indicate that in the retail financial services industry 
technology-based service delivery reduces the personal contact between 
financial services providers and their clients, thereby altering relationships that 
previously may have existed and hindering relationships yet to be formed. Thus, 
it is evident that the use of technology can positively or negatively influence a 
firm‟s relationships with stakeholders, including clients. Therefore, for the 
purpose of this study, technology will be used as an independent variable in the 
conceptual model where the influence of technology on the relationship 
marketing (intervening variable) and customer retention (dependent variable) of 
banks are evaluated.  
  
5.10 SUMMARY AND CONCLUSIONS 
In this chapter the possible influence of relationship marketing on customer 
retention was highlighted. Additionally, the possible influence of each of the 
selected independent variables (communication, knowledgeability, 
empowerment, personalisation, ethics, fees and technology) on relationship 
marketing and customer retention was reviewed. A detailed description of each 
independent variable was given. Finally, the possible influences of and 
relationships between the different independent variables, relationship marketing 
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(intervening variable) and customer retention (dependent variable) in the banking 
industry were examined.  
 
The probable relationships between the selected independent variables, namely 
communication, knowledgeability, empowerment, personalisation, ethics, fees 
and technology, and relationship marketing are well described in secondary 
sources. Additionally, the possible influence of relationship marketing on 
customer retention is supported by the secondary sources. The analysis of the 
secondary sources, as reported in this chapter, led to the development of the 
conceptual models (see Figures 5.1 and 5.2) to be tested in the empirical 
investigation. It is of the utmost importance for this research to establish the 
influences of these independent variables on the intervening variable 
(relationship marketing), and the influence of the intervening variable on the 
dependent variable (customer retention), specifically relating to the banking 
industries in South Africa, Canada and the UK. In other words, it is important to 
identify whether the relationships, as described in the secondary sources, will be 
accepted or rejected. The hypotheses presented in the conceptual models need 
to be evaluated. 
 
In order to examine the influences of these variables practically, Chapter six will 
present the research methodology chosen for the empirical investigation 
conducted among banking clients and bank managers regarding the relationship 
marketing and customer retention of banks.  
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CHAPTER SIX 
RESEARCH DESIGN AND METHODOLOGY 
   
6.1 INTRODUCTION 
As argued in Chapter five, relationship marketing and ultimately the customer 
retention levels of banks, may be influenced by different variables. It was 
motivated in Chapter five that communication, knowledgeability, empowerment, 
personalisation, ethics, fees and technology are variables that possibly may 
influence the degree of relationship marketing strategies and the extent of 
customer retention of a bank. Chapter five motivated that these possible 
influences should be investigated.  
 
In Chapter one it was stated that this research focuses on identifying the 
influence of selected variables on the relationship marketing and customer 
retention of retail banks in South Africa, Canada and the UK, both from banking 
clients‟ and bank managers‟ viewpoints. In order to respond to the research 
questions and research objectives of this study, an empirical investigation was 
conducted among a sample of banking clients and a sample of bank managers.  
 
The research methodology of the actual empirical investigation of this study will 
be presented in Chapter six. This chapter is a continuation of the introductory 
section on the methodology of the study presented in Chapter one. Chapter six 
will start by focusing of the empirical study and then follow with a discussion on 
the different types of research in order to classify the study as a specific type of 
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research. In addition, Chapter six will present the research design, the measuring 
instruments and data collection methods, details surrounding the samples and 
the data analysis methods used for the empirical investigation.  
 
6.2 FOCUS OF THE STUDY 
For the purposes of this study, as discussed in Chapters one and five, specific 
independent variables have been identified, as indicated in Figures 1.1 and 1.2 in 
Chapter one and reproduced as Figures 5.1 and 5.2 in Chapter five. These 
variables include communication, knowledgeability, empowerment, 
personalisation, ethics, fees and technology. In this study, it is proposed that 
relationship marketing can possibly be influenced by these specific variables and 
that customer retention can possibly be influenced by relationship marketing, as 
seen from both the perspectives of banking clients (Figures 1.1 and 5.1) and 
bank managers (Figures 1.2 and 5.2). For ease of reference, these two figures 
are now reproduced as Figures 6.1 and 6.2 respectively. These conceptual 
models specify customer retention as the dependent variable; relationship 
marketing as the intervening variable; and communication, knowledgeability, 
empowerment, personalisation, ethics, fees and technology as the independent 
variables. The two conceptual models depict the empirical investigation of this 
study, of which the research methodology will be explained in Chapter six. 
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Figure 6.1: Conceptual model – banking clients‟ perspectives 
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Figure 6.2: Conceptual model – bank managers‟ perspectives 
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The probable relationship between the selected independent variables, namely, 
communication, knowledgeability, empowerment, personalisation, ethics, fees 
and technology, and relationship marketing is well described in secondary 
sources (as was seen in Chapters one, three, four and five). Additionally, the 
possible influence of relationship marketing on customer retention is also 
supported by secondary sources (as was seen mainly in Chapter two and briefly 
indicated in the other theoretical chapters). The analyses of the secondary 
sources led to the development of the conceptual models as displayed above, 
which is to be tested in the empirical investigation.  
 
It is important for this research to establish the influence of the independent 
variables on the intervening variable (relationship marketing) and the influence of 
the intervening variable on the dependent variable (customer retention), relating 
to the banking industries in South Africa, Canada and the UK. In other words, it is 
important to identify whether the relationships, as described in the secondary 
sources, will be accepted or rejected for these three particular banking industries.  
 
In order to practically examine the influences of these variables, Chapter six will 
present the research methodology chosen for the empirical investigation 
conducted among banking clients and bank managers regarding the relationship 
marketing and customer retention of banks in the three identified countries.  
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6.3 RESEARCH TYPES 
 Collis and Hussey (2003:10) identify different categories of research in order to 
classify research studies. The authors identify the type of research based on the 
process, purpose, logic and outcome of the research. Table 6.1 shows the bases 
of classification and the resultant types of research.  
 
 Table 6.1: Bases and types of research 
Basis of research classification Type of research 
Process of the research Qualitative or quantitative  
Purpose of the research 
Exploratory, descriptive, analytical or 
predictive 
Logic of the research Deductive or inductive 
Outcome of the research Basic or applied 
 Source: Collis and Hussey (2003:10) 
 
 The types of research mentioned above will now each be discussed in order to 
classify the research in question. 
 
6.3.1 QUANTITATIVE VERSUS QUALITATIVE RESEARCH 
 Based on the process of research, one can differentiate between qualitative and 
quantitative research.  
 
Qualitative research aims to understand human behaviour from the perspectives 
of the people involved (Welman & Kruger 1999:8). Leedy and Ormrod (2005:94) 
explain that qualitative research describe and understand phenomena from the 
researcher‟s viewpoint. It involves the use of interpretive techniques to describe, 
decode, translate or understand phenomena in the social world (Cooper & 
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Schindler 2006:196). Therefore, qualitative research is usually seen as part of a 
phenomenological research paradigm. 
 
This study‟s interviews with bank managers, relationship managers and/or 
customer care consultants can be classified as qualitative research as the 
researcher interpreted the interviewees‟ responses to understand the current 
relationship marketing and customer retention situations of banks. In addition, 
data sourcing through the interviews with marketing experts also link to 
qualitative research. 
  
However, quantitative research is regarded as being more objective than 
qualitative research as its emphasis is on finding facts or causes of social 
phenomena (Lancaster 2005:67). Quantitative research observes and studies 
human behaviour and focuses on uncovering general laws of relationships and/or 
causality (Welman & Kruger 1999:8). Techniques used in quantitative research 
include experiments and surveys (questionnaires) and data is primarily gathered 
using research instruments that yield statistical data to analyse and interpret 
(Collis & Hussey 2003:13). According to Render, Stair and Hanna (2003:2), 
quantitative analysis is a scientific research approach that uses data to make 
managerial decisions. 
 
The majority of this study can be labelled as quantitative research as it employs 
quantitative data collection and analysis strategies. These methods were 
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implemented to test two conceptual models regarding the relationship marketing 
and customer retention of banks in South Africa, Canada and the UK. Later in 
this chapter in sections 6.6.3 and 6.7, the data collection and analysis methods 
will be discussed and shown in detail.  
  
6.3.2 DIFFERENTIATING BETWEEN EXPLORATORY, DESCRIPTIVE, ANALYTICAL 
AND PREDICTIVE RESEARCH 
 When classifying research according to its purpose, exploratory, descriptive, 
analytical and predictive research can be identified. 
 
Exploratory research is undertaken to better comprehend a specific problem 
when not much is known about the situation (Sekaran 2000:123). In other words, 
exploratory research is more than merely a description and aims to explain the 
reasons for a specific situation (Cooper & Schindler 2003:11). According to 
Welman and Kruger (1999:19), exploratory research aims to determine whether 
or not a phenomenon exists and to gain familiarity about such a phenomenon. 
Collis and Hussey (2003:10) indicate that the objective of exploratory research is 
to find patterns, ideas or hypotheses and to better understand the research topic. 
 
 As mentioned in Chapter one, a lack of previous research on relationship 
marketing and customer retention of banks in different countries propose that this 
study will feature elements of exploratory research.  
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 Descriptive research is undertaken to describe or define variables of interest in a 
study (Cooper & Schindler 2003:10 and Sekaran 2000:125). In other words, 
descriptive research illustrates phenomena as they exist, for example, specific 
individuals, groups or social events (Babbie & Mouton 2001:81). The frequency 
with which a specific variable occurs in a sample also represents descriptive 
research.  
 
For the purpose of this study, the descriptions of the current situations of 
relationship marketing, customer retention and the banking industries of South 
Africa, Canada and the UK can be classified as descriptive research. 
 
 According to Collis and Hussey (2003:11), analytical research, also called 
explanatory research, does more than merely describing phenomena and 
actually analyses and explains why or how they occurred. Analytical researchers 
use existing theories and/or hypotheses to identify the existence of relationships 
between variables. 
 
This research‟s evaluation of the influence of (a) the selected independent 
variables on relationship marketing and (b) relationship marketing on customer 
retention can be identified as the analytical part of the study.  
  
 A predictive study is an extension of analytical research, is based on theoretical 
discoveries and explanations, and is concerned with predicting that certain 
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phenomena will occur as a result of identified hypothesised relationships 
(Blumberg, Cooper & Schindler 2005:12). Predictive research often requires a 
high level of inference to generalise.  
 
 Part of this study can be classified as predictive research as it aims to generalise 
findings from two samples (banking clients and bank managers) on the influence 
of seven specified independent variables on relationship marketing and customer 
retention of banks in South Africa, Canada and the UK. 
 
6.3.3 DEDUCTIVE VERSUS INDUCTIVE RESEARCH 
According to Collis and Hussey (2003:15), research can also be classified as 
deductive or inductive, based on the logic of the research. Zikmund (2003:47) 
indicates that inductive research reflects a mental reasoning process through 
which a general proposition or inference is established on the basis of the 
observation of particular facts. Therefore, it can be mentioned that inductive 
research reflects qualitative research and is often related to phenomenological 
research methodologies. 
 
 The inductive process was used, to a small extent, in this study when the 
researcher interviewed bank managers, relationship managers and/or customer 
care consultants in order to use their responses to develop the measuring 
instruments.  
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Deductive research is conducted when a theoretical structure or conceptual 
model (as depicted in Figures 6.1 and 6.2) is developed and evaluated through 
an empirical investigation (Burns & Burns 2008:23 and Lancaster 2005:22).  
 
This study can be classified as mainly following a deductive process because 
theoretical knowledge from the literature overview was used to establish 
hypotheses in conceptual models to be tested in the empirical investigation.  
   
6.3.4 BASIC VERSUS APPLIED RESEARCH 
Basic, fundamental or pure research is conducted when the researcher aims to 
generate a body of knowledge by trying to comprehend or understand certain 
problems (Russell & Purcell 2009:2; Cooper & Schindler 2003:12-13 and 
Sekaran 2000:6-7). Thus, basic research is conducted to improve the 
understanding of a general issue (Collis & Hussey 2003:14).  
 
Where the literature overview aims to explain the existing situations of 
relationship marketing and customer retention of banks in the three identified 
countries, this study can be classified as basic research.  
 
Applied research can be defined as research where the researcher attempts to 
find solutions for specific problems, and is thus concerned with the practical 
application of research findings. Blumberg et al. (2005:13) define applied 
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research as research with a practical problem-solving emphasis as it seeks to 
find answers to specific questions. 
 
 This study also composes of an applied research element as it aims to apply its 
findings to solve specific and existing relationship marketing and customer 
retention problems in banks. 
 
Following the above discussion on the different types of research, it is important 
to elaborate on the main research paradigms. 
 
6.4 THE TWO MAIN RESEARCH PARADIGMS 
A research paradigm is the process of scientific practice based on a researcher‟s 
philosophies and assumptions about the world and the nature of knowledge 
(Collis & Hussey 2001:46). The two major research paradigms are the positivistic 
(quantitative) and the phenomenological (qualitative, interpretivist, constructivist) 
paradigms (Burns & Burns 2008:13).  
 
The positivistic paradigm ensures that the methods and principles of science are 
applied to the study of human behaviour and human events. Quantitative 
research methods used in the positivistic paradigm establish principles through 
rigorously controlled experimentation. (Burns & Burns 2008:14-19). Researchers 
applying the positivistic paradigm focus on the quantification of constructs and 
emphasise that the measuring of phenomena occurs via quantitative 
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measurement. When collecting quantitative data, researchers aim to get the 
largest sample possible (O‟Leary 2005:89). Therefore, studies following the 
positivistic paradigm produce quantitative data based on large samples as well 
as on theory and hypotheses testing. 
 
The phenomenological research paradigm is concerned with understanding 
human behaviour from the researcher‟s own viewpoint and focuses on the 
meaning that individuals attach to actual experiences of phenomena (Miller & 
Salkind 2002:51). Qualitative research methods used in the phenomenological 
paradigm aim to study and document authentic behaviour in a real situation. 
Qualitative approaches often use thoughtful reflection, interpretation and analysis 
of verbal and/or written content. (Burns & Burns 2008:14-19). This implies that 
phenomenological researchers interact with the objects being investigated and 
may also gather the opinion of experts rather than a sample (Collis & Hussey 
2003:53). Lancaster (2005:67) together with Cooper and Schindler (2006:199) 
indicate that researchers making use of the qualitative research paradigm often 
use small samples and yield subjective data as they formulate insights and 
theories as the research progresses.  
 
6.5 METHODOLOGICAL TRIANGULATION 
 Discussions on quantitative versus qualitative research in section 6.3.1 and the 
differentiation between the positivistic and phenomenological paradigms in 
section 6.4 have set the scene for a discussion on methodological triangulation.  
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Mixed method research or methodological triangulation, which represents 
research with at least one quantitative and one qualitative component in an 
individual study, has increasingly gained popularity (Saunders, Lewis & Thornhill 
2009:146 and Collis & Hussey 2003:351). 
 
 In order to use multiple sources of data, the strategy of methodological 
triangulation was adopted for this study (Collis & Hussey 2009:85). A 
triangulation methodology was used involving both quantitative and qualitative 
approaches. The quantitative approaches, used for the major part of the study, 
included data collection via two structured questionnaires and statistical data 
analyses on the data gathered through the questionnaires. The qualitative 
approach in this study, although in a smaller capacity, was the in-depth 
interviews with bank managers, relationship managers and/or customer care 
consultants. These interviews together with consultations with marketing experts 
were aimed at gaining an understanding of the current situation of relationship 
marketing and customer retention in banks.  
 
6.6 RESEARCH DESIGN OF THIS STUDY  
Following the above explanation, this research study clearly involves data and 
methodological triangulation, i.e. a combination of the positivistic and 
phenomenological paradigms. The phenomenological approach leads to the 
development of theories on relationship marketing and customer retention of 
banks in South Africa, Canada and the UK and the development of the two 
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structured questionnaires used in the empirical investigation. The positivistic 
approach centres on the testing of the hypotheses regarding relationship 
marketing and customer retention as presented in the two conceptual models. 
 
The final motivation for the adoption of methodological triangulation is evident 
from the information provided in sections 6.3.1 and 6.4 on the two different 
research paradigms and types, and from the development of the mixed research 
method, as elaborated on in section 6.5. Therefore, the following sub-sections 
represent the details regarding this study‟s methodological design.   
 
6.6.1 POPULATION AND SAMPLE SELECTION 
A population or universe is the entire or complete collection, group or set of 
observations of interest to the researcher of a study, for example, a body of 
people or objects (Russell & Purcell 2009:174; Burns & Burns 2008:180 and 
Lind, Marchal & Wathen 2008:7). The two population groups of this study 
consisted of all the retail banking clients and all the retail bank managers in 
South Africa, Canada and the UK. Bank managers part of the middle 
management levels of the banks was included in the population of this study. 
 
The sampling frame of a study is the list of elements from which the sample is 
drawn (Zikmund 2003:373). According to Babbie and Mouton (2001:184), many 
South African researchers find it difficult to acquire sampling frames for their 
research because of the lack of available information and/or errors on available 
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lists. This situation is also relevant to this study as the populations of banking 
clients and bank managers in South Africa, Canada and the UK are undefined; in 
other words, the complete populations of banking clients and retail banks 
managers could not be established for this study. Therefore, for the purpose of 
this study, the sampling frames mirror the populations from which the samples 
were selected. This can be ascribed to the vast number of banking clients in 
these three countries. Lists of banking clients are not available because of the 
confidentiality of information promised by banks to their clients. In the same way, 
the researcher was unable to obtain lists with bank managers‟ details. The banks 
interested in the study offered to e-mail the electronic questionnaire via their 
email distribution lists to all their managers. However, they were unwilling to 
provide details of bank managers to the researcher.   
 
A sample refers to the representative portion, part or subset of the population 
that is selected for the study (Russell & Purcell 2009:174; Burns & Burns 
2008:181; Lind et al. 2008:7 and Sekaran 2000:267).  
 
The sampling units identified for the study include the banking clients of ABSA, 
FNB, Nedbank and Standard Bank in South Africa, as well as the banking clients 
of Canadian (RBC) and UK banks (Barclays and HSBC). In addition, another 
sampling unit was bank managers in the three countries of investigation. 
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For the purpose of this study, a non-probability sampling method was used, 
namely convenience or opportunity sampling. Convenience sampling is used 
when the respondents for a study are simply selected because they are 
accessible or available (Burns & Burns 2008:203; Hair, Babin, Money & Samouel 
2003:217 and Sekaran 2000:277). However, convenience sampling was not the 
only sampling method used. A combination of convenience and snowball 
sampling was used in order to distribute the questionnaires to banking clients 
and bank managers and to ensure sufficient respondents. Snowball sampling 
refers to the sampling technique where a researcher uses initial contacts or 
respondents to provide further contacts (Burns & Burns 2008:206). 
 
Using convenience sampling, banking clients on the researcher‟s contact lists 
who were willing to participate were included in the first sample. In addition, bank 
managers in bank branches conveniently located for the researcher to contact 
and visit who were available and willing to participate were included in the 
second sample. For this extensive study for which the geographical focus area 
ranged over three countries, convenience sampling ensured that the largest 
possible samples could be obtained.  
 
As mentioned, snowball or referral sampling was also used for this study. As 
explained before, snowball sampling works like networking and occurs when a 
researcher uses initial contacts to provide further contacts (Burns & Burns 
2008:206; O‟Leary 2005:95 and Welman & Kruger 1999:63). For this study, the 
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researcher continuously monitored the response lists of banking clients and bank 
managers. As most respondents voluntarily provided their email addresses, for 
use in a lucky draw for three Amazon vouchers, the researcher could email 
respondents to request contact details of further potential respondents. The 
snowball sampling method proved to be valuable as many respondents were 
obtained through the referrals from previous respondents.  
 
Following the above explanations, it is evident that no databases with banking 
client and bank manager information were available to establish specific sample 
sizes. Therefore, the first sample selected for this study was all the banking 
clients receiving the researcher‟s emails with the electronic questionnaire link 
and an encouragement to participate in the study as a respondent. The study‟s 
second selected sample was the bank managers receiving the researcher‟s 
emails with the electronic questionnaire link and an invitation to participate in the 
study as a respondent.  
 
In addition, three articles about the international study with the link to the 
electronic banking client questionnaire were published in three newspapers. The 
South African newspaper, Port Elizabeth Express, published an article on 30 
June 2010 to invite South African banking clients to participate in the study and 
provided the link to the electronic questionnaire. Another newspaper, Ottawa 
Citizen, which is published in Ontario Canada, published an article with the link to 
the electronic questionnaire on 26 July 2010. The third article was published on 
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23 June 2010 in the newspaper South African Times, in London in the UK, with 
the link to the electronic questionnaire.  
 
6.6.2 PILOT STUDY  
Prior to developing the final measuring instruments, a pilot study was conducted. 
Many research authors suggest pilot studies (Russell & Purcell 2009:130; Burns 
& Burns 2008:508; Cooper & Schindler 2006:76 and Welman & Kruger 
1999:146) before the main study in order to assess the adequacy of the research 
design and data collection measuring instruments (Sapford & Jupp 2006:103 and 
Sekaran 2000:248). The objective of the pilot study was to test the measuring 
instrument and ascertain whether the questionnaire items are homogenous and 
reflect the same underlying variables as depicted in the conceptual models. The 
preliminary test among 34 banking clients was conducted to ensure ease of 
understanding of the questionnaire items, the relevance of the questionnaire 
items, the ease with which questions could be answered and the time required to 
complete the questionnaire.  
 
The 34 questionnaires of the pilot study were subjected to a preliminary reliability 
assessment. Based on the Cronbach Alpha correlation coefficients used as the 
reliability estimates and on feedback received from experts some changes were 
made to the original questionnaire items before the questionnaires were finalised.  
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According to Hair et al. (1998:118), the generally agreed lower limit for Cronbach 
Alpha correlation coefficients is 0.70, although it may also be at least 0.60 for 
exploratory research (Malhotra 2006).  
 
In the pilot study results, the construct empowerment was the only construct with 
a Cronbach Alpha correlation coefficient lower than the recommended 0.7; 
therefore, significant changes were made to the questionnaire items relating to 
empowerment.  
 
After changes were made to the questionnaire items relating to empowerment, 
and based on the acceptable Cronbach Alpha correlation coefficients for all the 
other variables, it was decided to administer the two research instruments. 
Following the relevant changes made as a result of the pilot study, the 
distribution of questionnaires commenced. Questionnaires were distributed 
electronically via email, via the Nelson Mandela Metropolitan University (NMMU) 
website and via social networks on the Internet, for example, Facebook groups 
and Skype. 
 
The following section will elaborate on the construction of the final measuring 
instruments. 
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6.6.3 DATA COLLECTION METHODS 
The following sections will elaborate on the methods used for data collection in 
this study. 
 
(a) Secondary study for the literature overview 
Secondary sources for the literature review (Chapters one to five) were obtained 
through international and national data searches conducted by the library of the 
NMMU. These data searches occurred on the following databases: Business 
Source Premier, EBSCO, ISAP (National Library of South Africa), Sabinet 
databases, SAe Publications, ScienceDirect as well as Internet search engines 
such as Google and Yahoo. As mentioned in Chapter one, through the searches 
on these databases it was found that this study is unique and no similar study 
has been performed elsewhere. 
 
As mentioned before, the two conceptual models of this study is based on the 
knowledge gained from secondary sources. 
 
(b) Primary study with two measuring instruments 
The primary study was conducted by means of two measuring instruments, 
namely structured questionnaires, one to banking clients and the other to bank 
managers.  
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A questionnaire is a structured method of data collection (Sapford & Jupp 
2006:102). Collis and Hussey (2003:173) describe a questionnaire as a list of 
carefully chosen and structured questions with the objective of gathering reliable 
responses from a chosen sample.  
 
Two measuring instruments, namely structured questionnaires, were developed 
for the purpose of this study. The questionnaires for the empirical investigation 
were developed in order to identify the possible influence of the selected 
variables on the relationship marketing and customer retention of retail banks. 
 
The empirical investigation was conducted under the auspices of the Unit of 
Applied Management Sciences, a registered research unit at the NMMU, Port 
Elizabeth, South Africa. As mentioned, secondary sources were used in the 
literature review, as discussed in Chapters two, three, four and five, and these 
sources assisted in the development of relevant questionnaire items. In addition, 
interviews were conducted with managers, relationship managers and/or 
customer care consultants of various banking groups in South Africa to aid the 
researcher in the development of questionnaire items. A number of academics 
specialising in the fields of services- and relationship marketing as well as CRM 
were consulted concerning the proposed research model. The proposed 
research model was presented at one national and one international academic 
conference. The two questionnaires also obtained ethics approval from the 
Human Ethics Committee of the NMMU. 
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One questionnaire was used to identify the perspectives of banking clients and 
the other questionnaire was used to identify the perspectives of bank managers. 
Each of the questionnaires included a cover letter explaining the purpose, 
objectives and rationale of the study. The cover letters also provided potential 
respondents with instructions on how to respond to the questions. 
 
The two questionnaires were presented electronically. Internet-based or 
electronic questionnaires are becoming more popular as they are easier to 
conduct and more economical in both time and cost (Burns & Burns 2008:495 
and Sekaran 2000:249). Electronic questionnaires also ensure that researchers 
have access to more potential respondents. Gaiser and Schreiner (2009:47) 
confirm that distributing a questionnaire via e-mail provides easier access to a 
wider audience. Burns and Burns (2008:497) indicate that the Internet or 
electronic questionnaires provide the advantage of increasing the generalisability 
of findings as the types of respondents vary. The responses entered on an 
electronic questionnaire are also immediately captured. In summary, the use of 
an electronic questionnaire distributed via emails, a university website and social 
networks on the Internet was suitable for this study that aimed to collect data 
from respondents of two large populations in three different countries.  
 
Russell and Purcell (2009:157) guide researchers to limit the amount of 
information that potential respondents see at one time and therefore recommend 
“chunking”, which is the division of information presented on a page in different 
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sections; the “chunking” or categorising can be according to the context of the 
questionnaire items (Russell and Purcell 2009:157). For the purpose of this 
study, items relating to a specific variable were grouped together. For example, 
all the questionnaire items relating to communication were grouped under the 
communication section (section 1) of the questionnaires and the same applied to 
the other sections.  
 
According to Russell and Purcell (2009:161) the use of rewards, incentives or 
prizes can increase the response rate when using questionnaires. Therefore, this 
study offered three Amazon vouchers to the value of USD$250 each for three 
respondents selected randomly after completion of the data collection process. 
 
It is important to discuss the technical aspects of the design of the measuring 
instrument. A descriptive questionnaire seeks to establish the nature of existing 
conditions or the exact attributes of a population (Burns & Burns 2008:485). The 
questionnaires in this study were descriptive in nature as it attempted to gather 
exact demographic information of respondents in section 10.  
 
An exploratory questionnaire seeks to establish cause and effect relationships 
without experimental manipulation (Burns & Burns 2008:485). The 
questionnaires in this study were exploratory in nature as the intention was to 
identify relationships between the selected independent, intervening and 
dependent variables through the questionnaire items in sections 1 to 9.  
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In the section below, the actual development and design of the two measuring 
instruments will be explained.  
 
The measuring instruments‟ items included both nominal and interval scales. 
Items in sections 10 of the questionnaires were structured according to a nominal 
scale, for example, the item identifying each respondent‟s gender. The nominal 
scale items allowed the researcher to assign respondents to certain categories 
(Sekaran 2000:187). Leedy and Ormrod (2005:25) explain that the nominal scale 
of measurement allows data to be „measured‟ by assigning names to it. For 
example, a sample of objects, such as banking clients, can be classified (named) 
according to a category, for example „gender‟. 
 
Items in sections 1 to 9 of the questionnaires were organised according to an 
interval scale ranging from strongly disagree to strongly agree on a 7-point Likert-
type scale. The interval scale allowed the researcher to perform arithmetical 
operations on the data in the statistical analysis (Sekaran 2000:189). Interval 
measurement scales allow for more advanced statistical procedures. Interval 
scales of measurement have the ability to use numbers to rate objects or events 
so that the distances between the numbers are equal. With an interval scale, 
differences between points on the scale can be interpreted and compared 
meaningfully where the distance between 1 and 2 equals the distance between 2 
and 3, 3 and 4, and so on (Blumberg et al. 2005:376 and Hair et al. 2003:154).  
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In the following sections, the layout of the measuring instruments will be 
provided.  
 
 Banking clients‟ questionnaire 
The questionnaire administered to banking clients consisted of 10 sections. The 
questionnaire‟s first 9 sections each represented a selected variable and were in 
the format of a 7-point Likert-type scale. In total, the 9 sections relating to the 
variables consisted of 61 items. The items in these 9 sections referred to banking 
clients‟ perspectives on the relationship marketing and customer retention of 
retail banks. Items included related to banks‟ relationship marketing and 
customer retention in terms of the selected independent variables, namely 
communication, knowledgeability, empowerment, personalisation, ethics, fees 
and technology. The items‟ response continuum ranged from 1 to 7, where 1 = 
strongly disagree; 2 = disagree; 3 = weak disagree; 4 = neutral; 5 = weak agree; 
6 = agree; and 7 = strongly agree.  
 
Eight questions gathered general and biographical data of the respondents in 
section 10 of the questionnaire. These questions gathered information regarding 
the banking client, namely the gender, population group, age and level of 
education of the respondent. Section 10 also gathered selected banking 
information of the respondents, namely the years of being a banking client, the 
major bank account the client uses and the main (primary) bank of the 
respondents. The section consisted of both open- and closed-ended items. The 
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closed-ended items had drop-down options (menus) as responses on the 
electronic questionnaire in order for the respondents to conveniently select the 
relevant options as their answers. 
 
The format of the actual electronic questionnaire distributed to banking clients is 
included in Annexure A. 
 
  Bank managers‟ questionnaire 
The second questionnaire also consisted of 10 sections, as similar questionnaire 
items as those used for the questionnaire for banking clients were used. The 
purpose of this second questionnaire was also to gather perspectives 
surrounding relationship marketing and customer retention of retail banks; 
however, this questionnaire focused on the perspectives of bank managers. 
 
Sections 1 to 9 were in the format of a 7-point Likert-type scale, in total consisting 
of 61 items. The items in this section referred to bank managers‟ perspectives 
regarding the relationship marketing and customer retention of their employers, 
namely retail banks. Items included related to the banks‟ relationship marketing 
and customer retention in terms of the selected variables, namely 
communication, knowledgeability, empowerment, personalisation, ethics, fees 
and technology. The items‟ response continuum ranged from 1 to 7, where 1 = 
strongly disagree; 2 = disagree; 3 = weak disagree; 4 = neutral; 5 = weak agree; 
6 = agree; and 7 = strongly agree.  
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One specific item on the questionnaire used for bank managers will now be 
shown to display the change of the item from the banking clients‟ questionnaire 
to the bank managers‟ questionnaire.  
 
Section 1, item 5 on the banking clients‟ questionnaire was formulated as follows: 
 
 My bank‟s employees are readily available for appointments with me. 
 
This item 5 in section 1 then changed for the bank managers‟ questionnaire as 
follows: 
 
 My bank‟s employees are readily available for appointments with its 
clients. 
 
Eight questions gathered general and biographical data of respondents in section 
10 of the questionnaire. These questions gathered information regarding the 
bank manager, namely the gender, population group, age and level of education 
of the respondent. Section 10 also gathered selected bank employment details of 
the respondents, namely the years of being employed in the banking industry 
and the years of being an employee of his/her current employer (bank). Each 
respondent was also requested, although it was optional, to identify the bank in 
which he/she is a bank manager. The section consisted of both open- and 
closed-ended items. The closed-ended items had drop-down options (menus) as 
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responses on the electronic questionnaire in order for the respondents to 
conveniently select the relevant options as their answers. 
 
Annexure B presents the actual electronic questionnaire distributed to bank 
managers. 
 
Table 6.2 summarises the composition and number of questionnaire items as 
linked to the identified variables.  
 
Table 6.2: Variables and number of items per variable in the measuring 
instruments 
Variables 
Number of 
items 
Communication 7 
Knowledgeability 5 
Empowerment 6 
Personalisation 5 
Ethics 8 
Fees 6 
Technology 5 
Relationship marketing 11 
Customer retention 8 
Total 61 
 
 
(c) Administration of questionnaires 
The data collection occurred between the months of May 2010 and August 2010 
by means of the convenience and snowball sampling techniques, as explained 
earlier in section 6.6.1 of this chapter. The links to the electronic questionnaires 
were e-mailed to potential respondents and the e-mails encouraged recipients to 
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participate in the study. In addition, the electronic questionnaire link was made 
available on websites and social networks. When the questionnaires opened via 
the link, each questionnaire‟s cover letter was visible explaining the purpose of 
the study, the type of information requested as well as the possible advantages 
to respondents. The electronic questionnaires showed respondents the link of the 
study to the Unit of Applied Management Sciences at the NMMU. This possibly 
increased the perceived credibility of the study and the likelihood that e-mail 
recipients would participate in the study. As mentioned, three prizes were offered 
to respondents to encourage participation. The results of the study were offered 
to be made known to respondents upon completion of the study if requested.  
 
6.7 DATA ANALYSIS METHODS 
It is important to note that the models to be tested and undergo the data analysis 
procedure in this study include independent, intervening and dependent 
variables. A dependent variable refers to the variable being predicted or 
estimated, whereas the independent or predictor variable provides the basis for 
estimation of the dependent variable (Russell & Purcell 2009:8; Lind et al. 
2008:393 and Sapford & Jupp 2006:210). In other words, the dependent variable 
is the variable of primary or main interest to the researcher and the independent 
variable is the variable that influences the dependent variable in either a positive 
or negative way (Sekaran 2000:92-93). An intervening variable provides the link 
between an independent and a dependent variable and indicates the manner in 
which the independent variable produces the effect on the dependent variable 
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(De Vaus 2001:19 and Sekaran 2000:99). As mentioned before, this study‟s 
conceptual models include seven independent, one intervening and one 
dependent variable. 
 
The data analysis procedures described in this section will result in the 
calculation of descriptive statistics as well as inferential statistics. Descriptive 
statistics refer to the methods used for organising, summarising and presenting 
data in an informative way (Lind et al. 2008:6). Inferential statistics include the 
procedure of estimating a property of a population on the basis of a sample (Lind 
et al. 2008:7). 
 
As mentioned in Chapter one, after the data cleaning, the statistical analysis of 
quantitative data will comprise seven distinct phases. Firstly, SEM will be 
conducted in order to measure the goodness-of-fit of the data to the model. Thus, 
SEM, being used to examine a series of interrelated dependence relationships 
simultaneously, will be used for the testing and estimation of relationships 
between the independent, intervening and dependent variables (Hair, Black, 
Babin & Anderson 2010:630). Five indices will be used to evaluate the goodness-
of-fit. As part of the SEM process, the data will be subjected to a CFA to identify 
the validity of the measuring instrument (Norušis 2006, 2007 and Schumacker & 
Lomax 2004). Included in the second data analysis phase, where the validity of 
the measuring instrument will be considered, is the evaluation of its construct 
validity. Construct validity includes determining the measuring instrument‟s 
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convergent, discriminant, nomological and face (content) validity (Hair et al. 
2010:721; Norušis 2006, 2007; Schumacker & Lomax 2004 and Hair et al. 1998). 
Three different measures will be used to consider the validity of the measuring 
instrument. During the third step, the reliability or internal consistency of the 
measuring instrument will be assessed by means of the construct reliability (CR) 
function (Hair et al. 2006:771) and Cronbach Alpha correlation coefficients 
(Leedy & Ormrod 2005:26-27 and Cooper & Schindler 2003:227-228). The fourth 
data analysis step considers the hypothesised relationships: The point and 
interval estimates of the parameters obtained from the SEM procedure will be 
used to test the hypotheses. During the fifth data analysis step various country 
comparisons will be made in order to identify how banking clients‟ perceptions in 
South Africa, Canada and the UK differ about relationship marketing and 
customer retention aspects in retail banks. MANOVA will be used to compare 
country responses. The sixth data analysis phase relates to the computation of 
various descriptive statistics such as mean and frequency distributions to 
summarise the sample data (Zikmund 2000:436). The final and seventh data 
analysis step will comprise of a comparison between the responses of banking 
clients and those of bank managers.  
 
The computer programmes Microsoft Excel, STATISTICA (Version 9.0) and 
AMOS 18.0 (Version 2.0) were used to perform the data analysis.  
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It has been established in research that a „good‟ study is one that is reliable, valid 
and generalisable. Therefore, the detailed discussion following on the data 
analysis will also address these three requirements for „good‟ research.  
 
6.7.1 STRUCTURAL EQUATION MODELLING TO EVALUATE MODEL FIT 
The major statistical technique to be used for the study‟s empirical investigation 
will be SEM. SEM is a multivariate statistical technique for building and testing 
statistical models. It is a hybrid technique that encompasses aspects of CFA, 
path analysis and multiple regressions to estimate a series of interrelated 
dependence relationships simultaneously (Hair et al. 2010:629-630 and Cooper 
& Schindler 2007:583). Therefore, SEM will be used for the testing and 
estimation of relationships between the independent, intervening and dependent 
variables (Hair et al. 2006:711). SEM entails the testing and estimation of 
relationships using a combination of statistical data and qualitative assumptions.  
 
SEM has more advantages than other multivariate techniques (Hair et al. 
2006:724). Firstly, multiple and interrelated dependence relationships can be 
estimated simultaneously. SEM has the ability to assess relationships 
comprehensively, and therefore provides the conversion from exploratory to 
confirmatory analysis. Thus, SEM is suited for theory testing focusing more on a 
systematic and holistic view of research problems rather than for theory 
development (Hair et al. 2010:642 and Hair et al. 1998:578). SEM is particularly 
useful when one dependent variable becomes an independent variable in 
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subsequent dependence relationships (Cooper & Schindler 2007:583 and Hair et 
al. 2006:706). Consequently, SEM as a general linear model can simultaneously 
estimate relationships between multiple independent, intervening, dependent and 
latent variables (unobserved concepts that are not measured directly). Secondly, 
SEM has the ability to incorporate latent variables into the analysis and account 
for measurement errors in the estimation process (Cooper & Schindler 2007:583; 
Hair et al. 2006:711 and Hair et al. 1998:578,584,586). As such, in contrast to 
other multivariate techniques, SEM allows the researcher both to assess 
measurement properties and to test for key theoretical relationships with one 
technique (Hair et al. 2006:706). In other words, SEM will allow the researcher to 
assess the quality of measurement in the two conceptual models and the 
relationships among variables.  
 
According to Hair et al. (2010:664-665), various goodness-of-fit indices are used 
to determine if the pattern of variances and covariances in the data are 
consistent with the structural model specified by the researcher. Thus, goodness-
of-fit indices determine the degree to which the structural equation model fits the 
sample data (Hair et al. 1998:610,620) or how well the literature fits reality as 
presented by the data (Hair et al. 2006:734).  
 
It is recommended to use at least three goodness-of-fit indices from the different 
categories in order to reflect diverse criteria (Hair et al. 2010:672). The indices 
that will be used in the SEM process to measure this study‟s model goodness-of-
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fit together with their required values and goodness-of-fit categories are 
presented in Table 6.3.  
 
Table 6.3: Goodness-of-fit indices for SEM 
Index Required value 
Goodness-of-fit 
category 
Normed Chi-square (2/df) 2/df ≤ 3 Basic fit measure 
Root mean square error of 
approximation (RMSEA) 
RMSEA < 0.07 Absolute fit measure 
Comparative fit index (CFI) CFI > 0.9 Incremental fit index 
Tucker-Lewis index (TLI) TLI > 0.9 Incremental fit index 
Parsimony goodness-of-fit 
index (PGFI) 
A better model has a 
higher PGFI 
Parsimony fit index 
 
It is important to note that an acceptable level of fit, following the measurement of 
the indices, does not prove the proposed model but only confirms that the model 
is one of several possible acceptable models. Other models might have equally 
acceptable model fits (Hair et al. 2006:732).  
 
To summarise, during the first data analysis step of this study, SEM will be used 
to estimate the goodness-of-fit of the researcher‟s conceptual models to the data. 
Chapter seven elaborates on the SEM results. 
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6.7.2 VALIDITY 
SEM has been identified as the major statistical technique that will be used for 
the testing and estimation of relationships in the conceptual models of this study. 
Since SEM is a confirmatory approach, the validity of the measuring instrument is 
of prime importance (Kline 2005 and Bollen 2002:605-634); therefore, the 
evaluation of the measuring instrument‟s validity will be the second data analysis 
phase. 
 
Validity refers to whether a measuring instrument is actually measuring what it is 
supposed to measure. In other words, validity relates to the appropriateness of 
the measure to assess the variable it claims to measure. (Gaiser & Schreiner 
2009:69 and Burns & Burns 2008:425,509). Construct validity relies on how well 
the results the researcher obtains when using the measuring instrument fit with 
theoretical expectations (De Vaus 2001:30 and Sekaran 2000:207-208). The 
CFA, discussed later in this section, will be one of the measures used to verify 
the construct validity of the selected variables in this study (Schumacker & 
Lomax 2004). The construct validity of a measuring instrument can be confirmed 
by considering its convergent, discriminant, nomological and face validity (Hair et 
al. 2010:709-711). 
 
Convergent validity assesses the extent to which two measures of the same 
concept are correlated. In other words, the items that are indicators of a specific 
variable should converge. (Hair et al. 2010:709 and Hair et al. 2006:137). 
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Discriminant validity refers to the requirement that two variables are truly distinct. 
Therefore, discriminant validity is ensured when each item in a measuring 
instrument was indeed a measure of the various variables under consideration. 
(Hair et al. 2006:137 and Collis & Hussey 2003:173). Nomological validity is 
achieved when the summated scale reflects accurate predictions of other 
concepts in a theoretically based model. Thus, this type of validity refers to 
whether the measuring instrument makes relevant predictions of particular 
variables, theoretically networked, yet different. (Hair et al. 2003:380). Face 
validity evaluates whether the content of the variables in a measuring instrument 
corresponds with the relevant conceptual definitions. (Hair et al. 2010:689,710; 
Hair et al. 2006:136; De Vaus 2001:30 and Sekaran 2000:207-208). In order to 
assess the face validity of this study‟s measuring instrument, two experts, one a 
statistician and one an expert in marketing research, were requested to scrutinise 
the questionnaire. These competent experts were given the variable definitions of 
the different factors and the conceptual models and were then asked to evaluate 
whether the items of the measuring instruments were relevant, necessary, 
meaningful and correctly worded. Nunally (1978) indicates that the use of experts 
to ensure face validity is sufficient. As mentioned before, the face validity of this 
study‟s measuring instrument was ensured during the process of the pilot study. 
 
For the purpose of this study, three measures will be used to test the validity of 
the measuring instrument used, namely a CFA, the VE measure and the function 
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where the VE percentages for any two factors are compared with the square of 
the correlations estimate between the two factors. 
 
Burns and Burns (2008:440) state that the aim of factor analysis is simplification. 
The terms factors, dimensions and constructs are often used interchangeably 
(Burns & Burns 2008:440); for ease of reading, the term factor will be used in this 
study from now onwards.  
 
Factor analysis is used for the general purpose of reducing a set of variables to a 
more manageable but informative set. It has the general goal of identifying a set 
of underlying dimensions in a data set that captures the most information and 
retains interpretability and ease of use (Hair et al. 1998:90). Thus, factor analysis 
allows for reducing a large number of variables that are difficult to interpret to a 
manageable set.  
 
Through performing a factor analysis it is possible to uncover the latent structure 
(dimensions) of a set of factors (in this study all the factors of the conceptual 
models). Various authors (Norušis 2006, 2007 and Schumacker & Lomax 2004) 
summarise the uses of a factor analysis as follows: 
 
 to reduce a large number of variables to a smaller number of factors for 
modeling purposes, where the large number of variables prevents 
modeling of all the measures individually;  
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 to select a subset of variables from a large set based on which original 
variables have the highest correlations with the main factors; 
 to select the factors to be treated as uncorrelated variables as one 
approach to handling multi-collinearity in such procedures as multiple 
regression; and  
 to validate a scale or index by demonstrating that its constituent items load 
on the same factor, and to eliminate proposed scale items which cross-
load on more than one factor.  
 
Validation of this study‟s model is accomplished through CFA (Kline 2005). CFA 
seeks to determine if the number of factors and the loadings of measured 
variables conform to what is expected on the basis of evidence from literature 
(Cooper & Schindler 2003:487,627 and Hair et al. 1998:578-579). For this study, 
research variables were identified from the literature overview and CFA will be 
used to establish if the identified variables load as predicted on the pre-selected 
number of factors. A minimum requirement of CFA is that researchers 
hypothesise beforehand the number of factors in the conceptual model, but 
usually a researcher will also hypothesise about which variables will load onto 
which factors (Kim & Meuller 1978:55).  
 
Following the above explanation, it is evident that CFA attempts to confirm 
theoretical predictions. In other words, CFA is used for further hypothesis testing 
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as it tests whether a specific set of factors is influencing responses in a predicted 
manner (Burns & Burns 2008:443).  
 
As stated, based on secondary sources, the items in the questionnaires used in 
this study were pre-selected and grouped together into nine factors. These pre-
selected factors will be used in the CFA process with the instruction that the 
items must load onto the pre-selected nine factors. The purpose is to ascertain if 
the loadings of the measured variables conform to what is expected on the basis 
of the literature overview on the relationship marketing and customer retention of 
retail banks. 
 
The factor loadings from the CFA need to be interpreted (Schumacker & Lomax 
2004:212). In CFA a finding that items have high factor loadings on the pre-
selected factors indicates proof of convergent validity. Hair et al. (1998:111) 
indicate that factor loadings larger than 0.30 are considered to just meet the 
minimum level; loadings of approximately 0.40 are considered more important; 
and loadings of 0.50 or greater are considered as practically significant.  
 
To summarise, CFA will be used within the SEM framework to validate (confirm) 
the conceptual models of this study. The results of the CFA will be presented in 
Chapter seven.  
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The second measure that will be used to assess the convergent validity of the 
study‟s measuring instrument is the variance extracted (VE) indicator. A VE of 
0.5 or higher for each factor is adequate evidence of convergence. (Hair et al. 
2006:777). The VE results will be reported in Chapter seven.  
 
Thirdly, to determine the discriminant validity of this study‟s measuring instrument 
the VE percentages for any two factors will be compared with the square of the 
correlations estimate between the two factors. The decision criteria suggest that 
if VE > squared correlation, discriminant validity is good. (Hair et al. 2006:779). 
Chapter seven will highlight the results for the study‟s discriminant validity. 
 
6.7.3 RELIABILITY 
Reliability is concerned with the consistency, stability and credibility of a study‟s 
findings that enables the findings to be reproduced (Gaiser & Schreiner 2009:70; 
Burns & Burns 2008:410 and Sekaran 2000:204).  
 
For the purpose of this study, the reliability of the measuring instrument will be 
considered by evaluating the construct reliability (CR) function. The CR value is 
often used to measure reliability in conjunction with SEM models and a CR 
estimate of 0.7 or higher suggests good reliability (Hair et al. 2006:777-778). This 
study‟s CR estimates will be given in Chapter seven. 
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The reliability or internal consistency of a research instrument can also be 
assessed by means of Cronbach Alpha correlation coefficients (Leedy & Ormrod 
2005:26-27 and Cooper & Schindler 2003:227-228). The Cronbach Alpha 
correlation coefficient is used for scale data and indicates if the items are 
measuring the same variable (Burns & Burns 2008:417). In other words, the 
Cronbach Alpha correlation coefficient indicates how well the items in a set are 
positively correlated to one another (Sekaran 2000:308). As previously 
mentioned, the generally acceptable lower limit for Cronbach Alpha correlation 
coefficients is 0.70 (Nunnally & Bernstein 1994:264-265), although the 
requirement may be lowered to 0.60 in the case of exploratory research 
(Malhotra 2006 and Hair et al. 1998:118). Usually Cronbach Alpha correlation 
coefficients lower than 0.60 are questionable; those close to 0.70 are acceptable; 
and coefficients larger than 0.80 are good (Bernardi 1994:766 and Sekaran 
1992:174,284,287).  
 
The actual CR and Cronbach Alpha correlation coefficients of this study will be 
presented and interpreted in Chapter seven. 
 
It is important to also consider the generalisability of the findings of this study. 
Generalisability or external validity refers to the scope of applicability of a study‟s 
findings from one setting to another setting (Sekaran 2000:24,153). In other 
words, generalisability refers to the extent to which the study‟s results can apply 
to cases or situations beyond those in the particular study (Cooper & Schindler 
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2006:284; Collis & Hussey 2003:59; Hair et al. 2003:305 and Sekaran 2003:149). 
Vogt (1993:99) states that generalisability is concerned with the extent to which a 
researcher can come to conclusions about one aspect (often the population) 
based on information from another (often the sample). Generalisability is thus the 
ability to generalise beyond the data of the study to other subjects or groups in 
the target population under study.   
 
Both questionnaires of this study were electronically distributed to a variety of 
banking clients and bank managers, with responses gathered through 
convenience snowball sampling in three different countries. Therefore, the 
findings of this study can be generalised because of the expansive geographic 
coverage of the study.   
 
6.7.4 TESTING OF HYPOTHESES 
An acceptable model fit, as determined by SEM, is insufficient to support a 
proposed structural theory. The estimated parameters that represent the various 
hypotheses must also be evaluated. A conceptual model is supported and 
considered valid to the extent that the parameter estimates are statistically 
significant and in the predicted direction. (Hair et al. 2006:758,847). Therefore, in 
order to test the stated hypotheses of this study, the estimated parameters that 
are obtained from the SEM process will be examined during the fourth phase of 
the data analysis procedure.  
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During this phase, the researcher will also be able to compute the variability 
observed in the data. The coefficient of determination, R2, will determine the 
percentage of the variation in the dependent variable (customer retention) that 
can be explained by variations in the intervening variable (relationship marketing) 
and the independent variables (communication, knowledgeability, empowerment, 
personalisation, ethics, fees and technology). This coefficient can vary between 0 
and 1 (Hair et al. 1998:143) and can be converted into a percentage form. 
 
The estimated parameter results and the conclusions on whether the researcher 
should reject or fail to reject the hypotheses will be provided and discussed in 
Chapter seven. 
 
6.7.5 DESCRIPTIVES AND COUNTRY COMPARISONS 
MANOVA will be used to determine whether samples from the three groups of 
respondents come from populations with different or equivalent response means. 
MANOVA will estimate the differences of means of three groups (South African, 
Canadian and UK banking clients) for two variables (the intervening variable and 
the dependent variable) based on the set of independent variables (Hair et al. 
2010:439 and Hair et al. 2006:383). In addition, MANOVA will be performed in 
order to establish whether the demographic characteristics (gender, age, 
population group, education level and country of residence) of respondents exert 
an influence on the perceptions clients have regarding the relationship marketing 
and customer retention of their banks. The test statistic for MANOVA is the F-
 274 
statistic. If the population means are not equal, the F-statistics should be different 
from 1 (Cooper & Schindler 2007:516-517). Significant differences between 
means will be identified by considering the p-values.  
 
To lend support to the MANOVA results, a post hoc Bonferroni test will be 
conducted to identify where the significant differences on relationship marketing 
and customer retention are for the characteristics of the banking clients 
considered significant using MANOVA.  
 
In addition to the above statistical techniques, descriptive statistics such as the 
mean and frequency distributions will be calculated to summarise the sample 
data (Zikmund 2000:436). The purpose of descriptive statistics is to summarise 
the sample data in such a manner that easy interpretation and presentation of 
the results is possible. Descriptive statistics will be conducted on the samples of 
banking clients and bank managers as well as for the factors in the proposed 
model. 
 
6.7.6 COMPARISONS BETWEEN CLIENTS AND MANAGERS 
Lastly, comparisons will be made between the responses of banking clients and 
bank managers.  
 
The researcher will conduct a SEM analysis for the bank manager dataset by 
imposing the same structure or model that resulted from the banking client 
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analysis on the bank manager dataset to determine whether or not the data fits 
the model adequately. In addition, in order to test the second set of hypotheses 
of this study, the estimated parameters that are obtained from the bank 
managers‟ SEM process will be examined to identify significant relationships 
between factors in the model based on bank managers‟ perceptions. The mean 
score of each factor of the bank managers will also be compared to the mean 
scores of the banking clients to identify differences between the two groups‟ level 
of agreement on the relationship marketing and customer retention aspects. 
 
6.8 SUMMARY AND CONCLUSIONS 
This chapter provided a discussion on the research design and methodology of 
the study. The different research types and research methodologies were 
covered in order to classify this research as a study following methodological 
triangulation. The chapter focused on the research design, the data collection 
methods, including details surrounding the sample and measuring instruments, 
as well as on the data analysis process followed in the empirical investigation.  
 
It is evident from the chapter that a solid research design was developed for this 
study, that relevant secondary sources were consulted and that the measuring 
instruments, namely the two structured questionnaires, were well constructed. In 
addition, this chapter serves as proof that appropriate data analysis methods 
were selected for the empirical investigation. 
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Following the extensive details on the research methodology of the empirical 
investigation in Chapter six, the empirical results from the data analysis 
procedures will be discussed in Chapter seven.  
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CHAPTER SEVEN 
                                     EMPIRICAL FINDINGS 
 
7.1 INTRODUCTION  
The methods used to source the primary data for this research were explained in 
Chapter six. Chapter seven continues with the report of findings from the primary 
study. The purpose of this chapter is to give effect to four secondary research 
objectives. Therefore, in order to report accurately on the findings from the 
empirical investigation, an evaluation of the two conceptual models (one for 
banking clients and one for bank managers), based on the results from the 
empirical investigation, will be conducted in this chapter. The empirical findings 
together with a thorough discussion explaining the results will be presented in the 
chapter.  
 
This chapter will commence with a brief summary of the objectives of the 
empirical investigation and the conceptual models to be tested will be presented 
again. The main part of the chapter will consist of a detailed report of the 
empirical results. The SEM goodness-of-fit results will indicate the fit of the data 
to the model. Thereafter, the results concerning the validity and reliability of the 
measuring instruments will be given. The relationships between the various 
independent, intervening and dependent variables will also be assessed by 
means of hypothesis testing. Relationships between the demographic 
characteristics of the two samples and the independent, intervening and 
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dependent variables will be tested with the purpose to evaluate whether the 
proposed model is generic across different demographic groupings, for example, 
for respondents from the three different countries investigated. The chapter will 
conclude with a comparison between the responses of banking clients and those 
of bank managers.  
 
7.2 SUMMARY OF EMPIRICAL INVESTIGATION OBJECTIVES 
In order to empirically test the two conceptual models pertaining to the 
relationship marketing and customer retention of banks in South Africa, Canada 
and the UK, a number of null hypotheses were formulated. For ease of reference 
these null hypotheses, that were previously given in Chapter one, are now 
highlighted. The null hypotheses state that no relationships exist between the 
identified variables; these hypotheses are depicted in the two conceptual models 
(previously given as Figures 1.1 and 1.2 in Chapter one, now reproduced as 
Figures 7.1 and 7.2 respectively).  
 
The null hypotheses concerning the banking clients‟ viewpoints are stated below. 
 
(a) Relationships between the independent variables and the intervening variable – 
perspectives of banking clients: 
Ho1.1: There is no relationship between communication and relationship 
marketing in banks, as perceived by banking clients.  
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Ho1.2: There is no relationship between knowledgeability and relationship 
marketing in banks, as perceived by banking clients.  
 
Ho1.3: There is no relationship between empowerment and relationship marketing 
in banks, as perceived by banking clients.  
 
Ho1.4: There is no relationship between personalisation and relationship 
marketing in banks, as perceived by banking clients.  
 
Ho1.5: There is no relationship between ethics and relationship marketing in 
banks, as perceived by banking clients.  
 
Ho1.6: There is no relationship between fees and relationship marketing in banks, 
as perceived by banking clients.  
 
Ho1.7: There is no relationship between technology and relationship marketing in 
banks, as perceived by banking clients.  
 
(b) Relationships between the intervening variable and the dependent variable – 
perspectives of banking clients: 
Ho1.8: There is no relationship between relationship marketing and customer 
retention in banks, as perceived by banking clients.  
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Figure 7.1: Conceptual model – banking clients‟ perspectives 
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The null hypotheses formulated in order to empirically test the conceptual model 
pertaining to the viewpoints of bank managers are stated in the sections below. 
 
(c) Relationships between the independent variables and the intervening variable – 
perspectives of bank managers: 
Ho2.1: There is no relationship between communication and relationship 
marketing in banks, as perceived by bank managers.  
 
Ho2.2: There is no relationship between knowledgeability and relationship 
marketing in banks, as perceived by bank managers.  
 
Ho2.3: There is no relationship between empowerment and relationship marketing 
in banks, as perceived by bank managers.  
 
Ho2.4: There is no relationship between personalisation and relationship 
marketing in banks, as perceived by bank managers.  
 
Ho2.5: There is no relationship between ethics and relationship marketing in 
banks, as perceived by bank managers.  
 
Ho2.6: There is no relationship between fees and relationship marketing in banks, 
as perceived by bank managers.  
 
Ho2.7: There is no relationship between technology and relationship marketing in 
banks, as perceived by bank managers.  
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(d) Relationships between the intervening variable and the dependent variable – 
perspectives of bank managers: 
Ho2.8: There is no relationship between relationship marketing and customer 
retention in banks, as perceived by bank managers.  
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Figure 7.2: Conceptual model – bank managers‟ perspectives 
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As indicated, both the above sets of hypotheses were empirically tested, as 
described in Chapter six. The empirical results will be provided in the sections to 
follow. 
 
7.3 DATA ANALYSIS RESULTS 
 Quantitative data collected from the two measuring instruments, described in 
Chapter six, will be processed by means of statistical analysis procedures. As the 
two questionnaires are the same – one addressing the viewpoints of banking 
clients, the other the viewpoints of bank managers – only one questionnaire will 
undergo the SEM goodness-of-fit evaluation. The measuring instrument used 
and the data gathered will be subjected to thorough analyses to determine the 
validity and reliability of the measuring instrument, as well as the empirical results 
of the hypothesised relationships investigated in the study.  
 
As mentioned before, the computer programmes Microsoft Excel, STATISTICA 
(Version 9.0) and AMOS 18.0 (Version 2.0) were used to perform the data 
analysis.  
 
The data analysis comprised seven distinct phases and the empirical results 
discussed in this chapter will be provided in the same order as these phases: 
 
 Firstly, SEM was conducted in order to measure the goodness-of-fit of the 
data to the model. Five indices, namely the normed chi-square (2/df), 
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Root mean squared error of approximation (RMSEA), Comparative fit 
index (CFI),  Tucker-Lewis index (TLI) and Parsimony goodness-of-fit 
index (PBFI) were used to evaluated the models‟ goodness-of-fit; 
 Secondly, the validity of the measuring instrument was considered by the 
evaluation of its construct validity, which includes determining its 
convergent, discriminant, nomological and face validity. Validity was 
verified by means of considering the factor loadings in the CFA (as part of 
the SEM procedure), the variance extracted (VE) measure as well as the 
comparison of the factors‟ VE figures with the squared correlations 
between factors;  
 During the third phase of data analysis, the reliability or internal 
consistency of the measuring instrument was tested through the construct 
reliability (CR) measure as well as the computation of Cronbach Alpha 
correlation coefficients; 
 Fourthly, the hypothesised relationships were tested by evaluating the 
point and interval estimates of the parameters provided during the SEM 
procedure. This means the researcher could reject or fail to reject 
hypotheses based on the results from the SEM phase. Thus, SEM, being 
used to examine a series of interrelated dependence relationships 
simultaneously, was used for the testing and estimation of relationships 
between the independent, intervening and dependent variables; 
 During the fifth data analysis step various country comparisons were 
made in order to identify how banking clients‟ perceptions in South Africa, 
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Canada and the UK differed about relationship marketing and customer 
retention aspects in retail banks. MANOVA was used to compare country 
responses. Thus, MANOVA was used to determine whether sample 
means from the three groups of respondents were equal. MANOVA 
evaluated the differences of means between the three groups (South 
African, Canadian and UK banking clients) for two variables (the 
intervening variable and the dependent variable) based on the set of 
independent variables;  
 The sixth phase of data analysis consists of performing various descriptive 
statistics, such as the mean and frequency distributions, to summarise the 
sample data; and  
 Lastly, during the seventh phase of data analysis, comparisons between 
banking clients‟ and managers‟ perceptions on the relationship marketing 
and customer retention of banks were made. This was done by imposing 
the banking client model on the bank manager data set, by considering 
parameter estimates to test hypotheses and by comparing client and 
manager mean scores. 
 
For ease of reference, it is important to note that the factors will be referred to in 
figures and tables by using the following abbreviations: 
 
 Communication           Comm 
 Empowerment           Emp 
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 Personalisation            Pers 
 Fees            Fee 
 Ethics           Eth 
 Technology            Tech 
 Relationship marketing            RM 
 Customer retention           CR 
 
The empirical results from each of the above-mentioned data analysis phases 
will now be discussed.  
 
7.3.1 STRUCTURAL EQUATION MODELLING 
As mentioned before, the major statistical technique used in this study‟s empirical 
investigation was SEM.  
 
In order to identify the goodness-of-fit of the hypothesised model, as initially 
presented in Chapter one, the SEM process was conducted. Figure 1.3 
represents this Model 1 (Complete model). 
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Figure 7.3: Model 1 – Complete model 
 
 
 
Model 1 (Complete model) estimated 132 parameters, 71 estimates of variance 
and 61 point estimates. The SEM results from this model show a standard scaled 
Chi-square (2) measure of 6837.829. With this result the researcher should 
reject the claim that the data fits the model adequately. The ratio of the Chi-
square to the degrees of freedom is more useful for interpretation. This term is 
given in the goodness-of-fit indices and for Model 1 (Complete model) is   
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CMin/df = 3.755. The term is called the normed Chi-square (2/df) and it is 
recommended to be an order of 3 or less. Given that the normed Chi-square of 
Model 1 (Complete model) is marginally above this order, the model fit could be 
better.  
 
Table 7.1 summarises the parameter estimates, standard errors and p-values of 
Model 1 (Complete model).  
 
Table 7.1: Model 1 (Complete model) parameter estimates and p-values 
   Estimate SE CR P 
RM <--- Emp .190 .029 6.480 *** 
RM <--- Know -.008 .026 -.324 .746 
RM <--- Comm .272 .069 3.951 *** 
RM <--- Pers .278 .025 11.039 *** 
RM <--- Eth .349 .041 8.445 *** 
RM <--- Fee .683 .111 6.157 *** 
RM <--- Tech .104 .032 3.267 .001 
CR <--- RM .885 .070 12.680 *** 
***p-value<0.001 
 
As evident from Table 7.1, the relationship between the factors knowledgeability 
and relationship marketing is insignificant, with a p-value of 0.746. Thus, the 
results from the fitted Model 1 (Complete model) indicate the insignificance of the 
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factor knowledgeability in relation to relationship marketing. In order to obtain the 
most parsimonious model, the omission of the factor knowledgeability was 
considered. However, before proceeding, it is important to determine the 
adequacy of the model in its current form by reviewing the remaining goodness-
of-fit indices.  
 
In addition to the normed Chi-square (2/df), the following indices were used in 
the SEM process to measure model goodness-of-fit: 
 
 RMSEA: Root mean squared error of approximation; preferably this 
measure should be smaller than 0.07; 
 CFI: Comparative fit index; ideally the CFI should obtain a value above 
0.9; 
 TLI: Tucker-Lewis index; this index should preferably show a value above 
0.9; and 
 PGFI: Parsimony goodness-of-fit index; this index is used to compare 
models and the better model will have the higher PGFI. 
 
Table 7.2 shows the results of the goodness-of-fit indices for Model 1 (Complete 
model). 
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Table 7.2: Model 1 (Complete model) goodness-of-fit indices 
Index 
Result for Model 1 
(Complete model) 
RMSEA 
0.072  
(0.070 lower bound,  
0.074 upper bound) 
CFI 0.820 
TLI 0.813 
PGFI 0.607 
 
The indices in the table above show that the data does not adequately fit the 
theoretical Model 1 (Complete model). Therefore, the researcher tried to improve 
the fit by defining Model 2 (Adapted model), where the insignificant factor 
knowledgeability was omitted.  
 
Figure 7.4 represents this model as Model 2 (Adapted model).  
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Figure 7.4: Model 2 – Adapted model  
 
 
 
Model 2 (Adapted model) estimated 119 parameters, 64 estimates of variance 
and 55 point estimates. The SEM results from this model show a standard scaled 
Chi-square measure of 5491.412. The normed Chi-square (2/df) for Model 2 
(Adapted model) is CMin/df = 3.718. Given that the normed Chi-square of Model 
2 (Adapted model) is still marginally above the recommended value of 3 or less, 
the model fit could be improved.  
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Table 7.3 shows the parameter estimates, standard errors and p-values of Model 
2 (Adapted model). 
 
Table 7.3: Model 2 (Adapted model) parameter estimates and p-values 
   Estimate SE CR P 
RM <--- Emp .186 .029 6.346 *** 
RM <--- Comm .268 .069 3.908 *** 
RM <--- Pers .278 .025 11.028 *** 
RM <--- Eth .347 .041 8.405 *** 
RM <--- Fee .683 .111 6.156 *** 
RM <--- Tech .104 .032 3.266 .001 
CR <--- RM .885 .070 12.652 *** 
          ***p-value<0.001 
 
This Model 2 (Adapted model) is an improvement from Model 1 (Complete 
model) as there are no more insignificant relationships among factors in this 
model.  
 
 Table 7.4 shows the results of the goodness-of-fit indices for Model 2 (Adapted 
model). 
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Table 7.4: Model 2 (Adapted model) goodness-of-fit indices 
Index 
Result for Model 2 
(Adapted model) 
RMSEA 
0.071  
(0.069 lower bound,  
0.073 upper bound) 
CFI 0.836 
TLI 0.829 
PGFI 0.635 
 
The added indices in Table 7.4 show that Model 2 (Adapted model) is a marginal 
improvement on Model 1 (Complete model). In Model 2 (Adapted model) all 
parameters are statistically significant, all indices are improved and the PGFI for 
Model 2 (Adapted model) is greater than that of Model 1 (Complete model). 
However, potential improvements to the model should be investigated to ensure 
a better fit for the data. 
 
The researcher ascertained possible cross-correlations between factors and 
therefore continued with the attempt to improve the model fit of the indices by 
identifying cross-correlations between the factors. The modification index (MI) set 
at the conservative limit of 50 was used for this purpose. The cross-correlations 
were inserted and the model re-estimated as Model 3 (Proposed model).  
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Table 7.5 highlights the cross-correlations and MI results. 
 
Table 7.5: Cross-correlations and MI results 
   MI 
Par 
Change 
Eth <--> Tech 92.190 .486 
Eth <--> Fee 139.764 .307 
Pers <--> Fee 183.037 .573 
Pers <--> Eth 215.296 1.109 
Emp <--> Tech 62.810 .514 
Emp <--> Fee 121.824 .368 
Emp <--> Eth 245.394 .931 
Emp <--> Pers 229.983 1.469 
Comm <--> Tech 92.038 .285 
Comm <--> Fee 90.639 .145 
Comm <--> Eth 114.514 .291 
Comm <--> Pers 138.424 .522 
Comm <--> Emp 129.068 .396 
 
The MI results for Model 2 (Adapted model) indicate that improvements to the 
model can be made by including several cross-correlation terms. The 
justifications for each of these cross-correlations are provided in section 7.3.2 (c) 
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where the nomological validity of the study is discussed. By including these 
cross-correlation terms the re-estimated model, namely Model 3 (Proposed 
model), is obtained and presented in Figure 7.5.  
 
Figure 7.5: Model 3 – Proposed model 
 
 
Evident in Figure 7.5 is the fact that the cross-correlation between 
communication and fees was not included in the Model 3 (Proposed model). The 
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motivation for this is that no theoretical basis could be found for a possible link 
between these two factors. In other words, a bank‟s methods of communication 
to clients will not necessarily be determined by the clients‟ fee structures. The 
vice versa also applies: A client‟s fee structure with a bank is not necessarily 
determined by considering the methods of communication used by the bank. For 
example, a bank‟s communication via e-mail does not directly determine an 
individual‟s bank fees. In addition, the cross-correlations between communication 
and fees had the lowest MI result.  
 
Model 3 (Proposed model) estimated 131 parameters, 64 estimates of variance 
and 55 point estimates. The SEM results from this model show a standard scaled 
Chi-square measure of 4299.477. The normed Chi-square (2/df) for Model 3 
(Proposed model) is CMin/df = 2.935. Given that the normed Chi-square of 
Model 3 (Proposed model) is within the recommended value of 3 or less, it can 
be concluded that the data has a reasonable fit with the model.  
 
Table 7.6 provides the parameter estimates, standard errors and p-values of 
Model 3 (Proposed model). 
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Table 7.6: Model 3 (Proposed model) parameter estimates and p-values  
   Estimate SE CR P 
RM <--- Emp .150 .052 2.866 .004 
RM <--- Comm .220 .077 2.878 .004 
RM <--- Pers .279 .039 7.206 *** 
RM <--- Eth .323 .066 4.890 *** 
RM <--- Fee .625 .111 5.616 *** 
RM <--- Tech .099 .038 2.581 .010 
CR <--- RM .885 .055 16.237 *** 
***p-value<0.001 
 
Model 3 (Proposed model) shows no insignificant relationships between factors.  
 
Table 7.7 presents the results of the remaining goodness-of-fit indices for Model 
3 (Proposed model). 
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Table 7.7: Model 3 (Proposed model) goodness-of-fit indices 
Index 
Result for Model 3 
(Proposed model) 
RMSEA 
0.060  
(0.058 lower bound,  
0.062 upper bound) 
CFI 0.884 
TLI 0.878 
PGFI 0.694 
 
As shown above, the RMSEA indicates a good fit for Model 3 (Proposed model) 
as it equals 0.060, well within the recommended value of less than 0.07. Even 
the upper bound of the confidence interval falls below 0.07, and thus indicates a 
good fit. Both the CFI and the TLI for Model 3 (Proposed model) are very close to 
the recommended 0.9 level (0.884 and 0.878 respectively) and are therefore 
regarded as indications of a satisfactory model fit. It is evident that Model 3 
(Proposed model) is a noticeable improvement on Models 1 and 2 and provides 
an adequate fit for several indices. All parameters are significant, all indices are 
improved and the PGFI for Model 3 (Proposed model) is the largest of the three 
models.  
 
The final conclusion from the SEM analysis is that it is recommended that Model 
3 (Proposed model) be the model of choice for the study and is used in further 
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data analysis procedures. The results of Model 3 (Proposed model) are 
satisfactory with all factors significant at the 0.01 level or less.  
 
In summary, Table 7.8 shows comparisons of the three models with the 
goodness-of-fit indices. It is clear that Model 3 (Proposed model) should be used 
for the remaining analysis.  
 
Table 7.8: Comparison of goodness-of-fit indices for all three models 
Index Required value 
Model 1 
(Complete 
model) 
Model 2 
(Adapted 
model) 
Model 3 
(Proposed 
model) 
CMin/df  
or (2/df) 
3 or less 
 
3.755 3.718 2.935 
RMSEA less than 0.07 0.072 
(0.070,0.074) 
0.071 
(0.069,0.073) 
0.060 
(0.058,0.062) 
CFI above 0.9 0.820 0.836 0.884 
TLI above 0.9 0.813 0.829 0.878 
PGFI Higher value indicates 
better fit 
0.607 0.635 0.694 
 
Model 3 (Proposed model) is now the study‟s revised model and this model with 
its subsequent hypotheses are subjected to further testing in the remainder of the 
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study. As the factor knowledgeability was removed from the model, hypotheses 
H1.2 and H2.2 are excluded and are not tested in this study.  
 
7.3.2 VALIDITY OF THE MEASURING INSTRUMENT 
As was mentioned in Chapter six, construct validity refers to the extent to which a 
set of measured items reflects the theoretical factor that those items are 
designed to measure. In other words, it deals with the accuracy of measurement. 
The construct validity of the measuring instrument is made up of four important 
components, namely convergent, discriminant, nomological and face validity. 
Each of these components‟ results for this study will now be discussed.  
 
(a) Convergent validity 
Convergent validity means that items that are indicators or measures of a 
specific factor should converge, share a high proportion of variance or be related. 
In order to confirm the convergent validity of the measuring instrument used in 
the study, at a minimum, all the factor loadings must be statistically significant. All 
factor loadings were statistically significant, as was shown with the p-values in 
the section above. The next criteria to confirm convergent validity is that the 
standardised factor loadings should be at a value of 0.5 or higher.  
 
Table 7.9 shows the factor loadings of all the items of the measuring instrument.  
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Table 7.9: Factor loadings 
 
      
Factor 
loadings 
 Factor 
loadings 
Comm7 <--- Comm 0.4050 RM1 <--- RM 0.7910 
Comm6 <--- Comm 0.5230 RM2 <--- RM 0.7930 
Comm5 <--- Comm 0.5630 RM3 <--- RM 0.7970 
Comm4 <--- Comm 0.4710 RM4 <--- RM 0.7240 
Comm3 <--- Comm 0.7110 RM5 <--- RM 0.8510 
Comm2 <--- Comm 0.8170 RM6 <--- RM 0.8830 
Comm1 <--- Comm 0.8120 RM7 <--- RM 0.2810 
Emp1 <--- Emp 0.7170 RM8 <--- RM 0.7260 
Emp2 <--- Emp 0.5890 RM9 <--- RM 0.8830 
Emp3 <--- Emp 0.7950 RM10 <--- RM 0.8590 
Emp4 <--- Emp 0.8160 RM11 <--- RM 0.8930 
Emp5 <--- Emp 0.6110 CR1 <--- CR 0.6880 
Emp6 <--- Emp 0.7320 CR2 <--- CR 0.7400 
Pers5 <--- Pers 0.8170 CR3 <--- CR 0.8220 
pers4 <--- Pers 0.8840 CR4 <--- CR 0.7270 
Pers3 <--- Pers 0.8970 CR5 <--- CR 0.2840 
Pers2 <--- Pers 0.8120 CR6 <--- CR 0.8780 
Pers1 <--- Pers 0.4970 CR7 <--- CR 0.8850 
Eth8 <--- Eth 0.6160 CR8 <--- CR 0.8560 
Eth7 <--- Eth 0.8160     
Eth6 <--- Eth 0.7250     
Eth5 <--- Eth 0.8110     
Eth4 <--- Eth 0.6910     
Eth3 <--- Eth 0.6120     
Eth2 <--- Eth 0.7040     
Eth1 <--- Eth 0.7370     
Fee6 <--- Fee 0.3240     
Fee5 <--- Fee 0.9040     
Fee4 <--- Fee 0.8790     
Fee3 <--- Fee 0.9320     
Fee2 <--- Fee 0.8780     
Fee1 <--- Fee 0.8280     
Tech5 <--- Tech 0.7320     
Tech4 <--- Tech 0.8330     
Tech3 <--- Tech 0.8760     
Tech2 <--- Tech 0.8070     
Tech1 <--- Tech 0.6920     
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It is evident that not all item loadings exceeded 0.5; however, the majority of 
items that loaded onto the factors have the minimum loading of 0.5. For the 
factor communication, all but one of the seven items had a factor loading above 
0.5 (namely Comm7 = 0.4). For the factor fees, again only one of the six items 
has a factor loading below 0.5 (namely Fee6 = 0.3). For the factor relationship 
marketing only one of the 11 items had a factor loading below 0.5 (namely RM7 = 
0.3). The items loading onto the customer retention factor obtained high loadings, 
except for one item with a loading of 0.3 (namely CR5). Despite the lower than 
suggested loadings of these four items (Comm7, Fee6, RM7, CR5), the items are 
retained in the model as the model-fit SEM results are acceptable. Thus, only 
four of the 56 items measured obtained factor loadings of lower than 0.5. 
Therefore, it can be suggested that the factor loadings provided acceptable 
results and confirms the convergent validity of the measuring instrument. 
 
To make a final decision about the convergent validity of the measuring 
instrument, the variance extracted (VE) is a good indicator. The VE is defined by 
the function: 
2
1
n
i
iVE
n



 
The  represents the standardised factor loading and i represents the number of 
items. Thus, for n items, VE is calculated as the total of all squared standardised 
factor loadings (squared multiple correlations) divided by the number of items. 
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The VE is thus the average squared factor loading. A VE of 0.5 or higher shows 
adequate evidence of convergence. Table 7.10 shows the VE for each of the 
factors. 
 
Table 7.10: VE of all factors 
Factor VE 
Comm 0.4012 
Emp 0.5113 
Pers 0.6320 
Eth 0.5149 
Fee 0.6700 
Tech 0.6254 
RM 0.6217 
CR 0.5741 
 
It is clear that, excluding the factor communication, all VE results are within 
acceptable levels of obtaining values higher than 0.5. The theoretical 
underpinnings, as discussed in the literature review in Chapters two, three, four 
and five, suggest that the factor communication plays an important role in the 
relationship marketing and customer retention of banks. Therefore, this factor is 
not removed from the model. Thus, the convergent validity of this study‟s 
measuring instrument is supported by the VE results. 
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In addition, reliability is also an indicator of convergent validity. However, the 
results of the measures used in the CFA/SEM analysis to determine the reliability 
of the measuring instrument will be discussed later in section 7.3.3. 
 
(b) Discriminant validity 
 When each factor measured is truly distinct from all other factors, a measuring 
instrument‟s discriminant validity can be confirmed. In order to determine the 
discriminant validity of this study‟s measuring instrument the VE percentages for 
any two factors were compared with the square of the correlation estimates 
between the two factors. The decision criteria suggest that if VE > squared 
correlation, discriminant validity is good.  
 
 Table 7.11 presents the results on the discriminant validity of this study. 
 
 Table 7.11: VE versus squared correlation estimates  
1 2 3 4 5 6 7 8 
Factor VE Comm Emp Eth Tech Pers Fee 
Comm 0.40125 - 0.1722 0.1239 0.1764 0.0992 N/A 
Emp 0.51134  - 0.5027 0.0400 0.4449 0.1482 
Eth 0.51493   - 0.0812 0.3894 0.1858 
Tech 0.62544    - N/A N/A 
Pers 0.63198     - 0.3058 
Fee 0.66999      - 
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 The table above provides the factor names in column one, the VE for each factor 
in column two and the squared correlations between a factor in column one and 
each respective factor in columns three to eight. The cells indicating N/A are 
those for which no correlations were required as these were not included in the 
model. 
 
Table 7.11 indicates that in all cases the VE is greater than the compared 
squared correlations. This suggests that discriminant validity can be confirmed 
for the measuring instrument used in this study.  
  
(c) Nomological validity 
 Nomological validity can be tested by examining whether the correlations among 
factors measured are reasonable. For example, in this study, is there a 
reasonable expectation that communication (Comm) is correlated with 
personalisation (Pers)?  
 
 Table 7.12 below elaborates on some possible reasons, by means of examples, 
for the cross-correlations between the different factors, as given by the MI results 
from section 7.3.1 above.  
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 Table 7.12: Possible reasons for cross-correlations between factors  
Cross-correlation Possible reason for correlation between factors 
Comm and Tech A bank‟s methods of communication to clients might be 
influenced by the technology that the bank has at its 
disposal or the available technology that the clients have 
through which to receive bank messages.  
Comm and Eth The way in which a bank communicates to its clients may 
influence how ethical clients perceive the bank to be. The 
bank‟s value of honesty might be visible if their 
communication is truthful. 
Comm and Pers Individual bank communication to clients might be viewed 
by clients as an attempt by the bank to personalise its 
offerings by identifying unique client needs through 
individual communications. 
Comm and Emp A bank‟s communication may be seen as more effective if 
an empowered bank employee, who is informed, 
knowledgeable and has the necessary authority, addresses 
a client.  
Emp and Fee An empowered bank employee might be able to adjust a 
client‟s banking fee structure as requested and desired by a 
client. 
Emp and Eth Empowered employees who are knowledgeable about the 
bank‟s procedures and processes might be perceived by 
clients to be ethical in their dealings as they are quick and 
efficient in handling banking queries in the required manner. 
Emp and Pers If an empowered bank employee changes a bank‟s 
standard offerings to satisfy the unique needs of a client, 
the client might regard the bank‟s personalisation efforts 
more highly. 
Pers and Fee Personalised bank offerings might include changes to 
banking clients‟ fee structures.  
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Cross-correlation Possible reason for correlation between factors 
Pers and Eth The way in which bank employees personalise offerings 
may lead clients to perceive those employees as ethical if 
the employees are viewed as following the required 
procedures. 
Eth and Tech The security of clients‟ funds and the privacy of their 
personal and financial information can be regarded as 
determinants of the ethical behaviour of a bank. Therefore, 
if a bank‟s technology ensures security and privacy, a link 
between ethics and technology is possible. 
Eth and Fee Banks with fair, reasonable, justifiable and well-
communicated fee structures might be seen as ethical 
institutions. 
 
 All of the suggested correlations in the model can be confirmed by theory. 
Excluding the brief explanations and reasoning above, each of these possible 
correlations have also been discussed in the preceding literature overview 
chapters, namely Chapters two, three, four and five. Therefore, the nomological 
validity of this study can be noted.  
 
(d) Face validity 
 It was already suggested in Chapters one and six that the face validity of the 
measuring instrument used in the study has been established. To ensure face 
validity, the measuring instrument were scrutinised before distribution by two 
experts, one a statistician and one an expert in marketing research, in order to 
ensure face validity.  
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Based on the results above and the conclusions on the convergent, discriminant, 
nomological and face validity, it is evident that the measuring instrument of this 
study can be regarded as valid. 
 
7.3.3 RELIABILITY OF THE MEASURING INSTRUMENT 
Chapter six provided different measures to be used to test for reliability in 
research. For the purpose of this study, construct reliability (CR) is used as the 
primary measure of reliability. This estimate is the preferred method of 
comparison as suggested by Hair et al. (2006:777) for SEM models. The CR 
function is given by: 
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In this function i is the error variance term for the ith item of factor . CR 
estimates between 0.6 and 0.7 confirms reliability. The higher the CR estimate, 
the higher the reliability. 
 
Table 7.13 below provides the reliability results by means of showing the CR 
estimates for each of the factors.  
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Table 7.13: CR values for reliability 
Factor CR (Reliability) 
Comm 0.5382 
Emp 0.6926 
Pers 0.7056 
Eth 0.7864 
Fee 0.7639 
Tech 0.7441 
RM 0.8487 
CR 0.7615 
 
The reliability of the measuring instrument of this study is evident from the results 
in Table 7.13. All the CR estimates, excluding the CR of the factor 
communication, are above 0.7. This was expected, as communication is the only 
factor that also provided a lower than required VE. However, the CR of 
communication is only slightly lower than 0.6 and, as was explained earlier, 
communication was retained in the model of the study because of the theoretical 
underpinnings emphasising the importance of communication in retail banks. 
Therefore, the measuring instrument of this study is reliable. It is also important 
to note that reliability is an indicator of convergent validity. Therefore, as reliability 
has been established above, the findings on convergent validity in section 7.3.2 
(a) can be confirmed.  
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In addition to the CR reliability estimate above, the widely used Cronbach Alpha 
correlation coefficient was computed for each factor in order to test the reliability 
of the measuring instrument.  
 
Table 7.14 highlights the Cronbach Alpha correlation coefficients of all the 
factors.  
 
Table 7.14: Cronbach Alpha correlation coefficients for reliability 
Factor Cronbach Alpha 
(Reliability) 
Comm 0.813 
Emp 0.877 
Pers 0.894 
Eth 0.906 
Fee 0.909 
Tech 0.887 
RM 0.948 
CR 0.910 
 
As was mentioned in Chapter six, the reliability or internal consistency of the 
measuring instruments can be confirmed through the computation of Cronbach 
Alpha correlation coefficients. A Cronbach Alpha correlation coefficient of greater 
than 0.7 is used to indicate that a factor is reliable (Nunally 1978:226). The 
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Cronbach Alpha correlation coefficients presented in Table 7.14 confirm the 
reliability of this study‟s measuring instrument as all the Cronbach Alpha 
correlation coefficients are above the recommended 0.7.  
 
7.3.4 HYPOTHESISED RELATIONSHIPS 
The proposed Model 3 indicated (as was seen in Table 7.6 in section 7.3.1) that 
all hypothesised relationships are statistically significant at the 0.01 level of 
significance. Thus, from the fitted SEM model, the estimated parameters used to 
evaluate the hypotheses show that the researcher should reject all the null 
hypotheses. These null hypotheses state that there is no relationship between 
each of the independent variables (communication, empowerment, 
personalisation, ethics, fees and technology) and the intervening variable 
(relationship marketing) as well as between the intervening variable (relationship 
marketing) and the dependent variable (customer retention). The estimated 
parameters used to evaluate the hypothesised relationships are presented in 
Table 7.15.  
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Table 7.15: Parameter estimates and p-values to evaluate hypothesised 
relationships  
   Estimate P 
RM <--- Emp .150 0.004 
RM <--- Comm .220 0.004 
RM <--- Pers .279 *** 
RM <--- Eth .323 *** 
RM <--- Fee .625 *** 
RM <--- Tech .099 0.10 
CR <--- RM .885 *** 
          ***p-value<0.001  
 
The estimated parameters are all positive, indicating that there exists positive 
relationships between each of the independent variables (communication, 
empowerment, personalisation, ethics, fees and technology) and the intervening 
variable (relationship marketing) and between the intervening variable 
(relationship marketing) and the dependent variable (customer retention). This 
shows that if banks improve each of the specified factors, their relationship 
marketing efforts will improve. In the same way, if banks improve their 
relationship marketing strategies, their customer retention levels will increase. 
Thus, these results from the proposed model (Model 3) indicate the significance 
of each of the independent variables in relation to relationship marketing (the 
intervening variable). In the same way, the model shows the significance of 
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relationship marketing (the intervening variable) in relation to customer retention 
(the dependent variable).  
 
Therefore, in summary, the researcher rejects all of the following null 
hypotheses:  
 
Ho1.1: There is no relationship between communication and relationship 
marketing in banks, as perceived by banking clients.  
 
Ho1.3: There is no relationship between empowerment and relationship marketing 
in banks, as perceived by banking clients.  
 
Ho1.4: There is no relationship between personalisation and relationship 
marketing in banks, as perceived by banking clients.  
 
Ho1.5: There is no relationship between ethics and relationship marketing in 
banks, as perceived by banking clients.  
 
Ho1.6: There is no relationship between fees and relationship marketing in banks, 
as perceived by banking clients.  
 
Ho1.7: There is no relationship between technology and relationship marketing in 
banks, as perceived by banking clients.  
 
Ho1.8: There is no relationship between relationship marketing and customer 
retention in banks, as perceived by banking clients.  
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The strongest relationship was found between the factors fees and relationship 
marketing (estimate 0.625; p < 0.001). In terms of the questionnaire items 
relating to fees, items considered the perceptions of clients on whether fees are 
reasonable and justifiable. The empirical result showed that if banks charge fees 
that are perceived by clients as being reasonable and well-justified, these 
institutions‟ relationship marketing efforts would improve. In terms of fees to form 
stronger and long-term client relationships, banks should focus on ensuring that 
clients regard their fees as acceptable and reasonable, also when clients 
compare fees with other banks and among client groups. 
 
The ethical behaviour of banks had the next strongest influence on the 
relationship marketing of banks (estimate 0.323; p < 0.001). It is thus important 
for clients to know that their bank is socially and environmentally responsible, 
reports financial results honestly, acts in a morally acceptable way and ensures 
the protection of funds and privacy of client information.  
 
Focus areas for all the other factors that proved to have positive relationships 
with the intervening variable, relationship marketing, are presented in Table 7.16.  
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Table 7.16: Banks‟ focus areas for the remaining three factors influencing 
relationship marketing 
Relationship between factors and relevant bank focus areas 
Pers positively influences RM (estimate 0.279; p < 0.001) 
Core client recognition; customisation of offerings 
Comm positively influences RM (estimate 0.220; p < 0.01) 
Regular/frequent communication; careful selection of communication content 
(information); correctness of account statements; employees‟ availability for client 
appointments; use of clients‟ preferred language 
Emp positively influences RM (estimate 0.150; p < 0.01) 
Employees‟ authority levels; the bank‟s organisational structure, front-line 
employees‟ capabilities; empowerment focus in the institution  
 
The factor with the lowest or smallest influence on the relationship marketing of 
banks is technology (estimate 0.099; p ≤ 0.01) at a 0.01 level of significance. This 
means that banks‟ technology influences these institutions‟ relationship marketing 
efforts, but has a smaller effect on banks‟ relationship marketing than the other 
factors considered. However, this influence is still positive, meaning that if banks 
improve their technology, their relationship marketing will improve. Thus, in terms 
of the use of technology to improve client relationships, banks can focus on their 
website, ensure the use of advanced and non-traditional banking methods, as 
required by clients, as well as ensure that clients‟ banking information is available 
to bank employees via technological systems.  
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The fact that technology is not one of the factors with the strongest relationship 
with relationship marketing is an interesting finding because it was mentioned in 
previous literature chapters that many firms regard technology as the sole 
change needed and area to focus on when implementing relationship marketing 
strategies. This empirical investigation clearly shows that technology is not the 
only aspect in a firm to consider when focusing on relationship marketing. Other 
factors, such as communication, empowerment, personalisation, ethics and fees, 
are shown to have stronger influences on banks‟ relationship marketing than 
technology.  
 
By considering the estimated parameters one can rank the independent factors 
in order from the strongest to the weakest influence on relationship marketing. 
The ranked independent factors, from the strongest (1) to the weakest (6) effect 
on the intervening variable, are given in Table 7.17. 
 
Table 7.17: Ranking of independent factors according to their influence on 
relationship marketing  
Factor Estimate Rank 
Fee 0.625 1 
Eth 0.323 2 
Pers 0.279 3 
Comm 0.220 4 
Emp 0.150 5 
Tech 0.099 6 
 
 318 
The empirical results showed that the independent factors explain 28.08% of the 
variance (R2) in the intervening variable, relationship marketing. In other words, it 
can be said that 28.08% of a possible change in the relationship marketing of a 
bank is influenced by communication, empowerment, personalisation, ethics, 
fees and technology. The low variance (R2) can be attributed to the fact that the 
influences of selected factors (based on literature) on relationship marketing were 
investigated. Therefore, it is possible that other factors, which influences were not 
measured in this study, could have an influence on relationship marketing.  
 
Recommendations to banks on how to adapt each of these factors in order to 
improve relationship marketing will be provided in the following chapter, Chapter 
eight.  
 
The empirical investigation also showed that relationship marketing (intervening 
variable) has a strong, positive influence on customer retention (dependent 
variable). Therefore, if banks can improve their efforts of building and maintaining 
client relationships (relationship marketing), their customer retention levels will 
increase. The relationship between relationship marketing and customer 
retention (estimate 0.885; p < 0.001) is statistical significant at the 0.01 level of 
significance. This result shows that if banks want to obtain higher customer 
retention levels, they should specifically consider their bonding with core, 
profitable clients, ensure reciprocity or mutual benefits for the bank and its 
clients, create a good reputation among clients as well as ensure client 
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commitment to and confidence in the bank (Bruhn & Georgi 2006:120; Swartz & 
Iacobucci 2000:330-331). 
 
From the empirical investigation it is evident that the intervening variable explains 
27.22% of the variance (R2) in the dependent variable, customer retention. In 
other words, it can be said that 27.22% of a possible change in the customer 
retention levels of a bank is influenced by relationship marketing efforts. The low 
variance (R2) can be attributed to the fact that only the influence of relationship 
marketing on customer retention was measured. It is possible that other factors, 
which influences were not measured in this study, could have an influence on 
banks‟ customer retention levels.  
 
Recommendations to banks on how banks can adjust their relationship marketing 
efforts to increase customer retention levels will follow in Chapter eight.  
 
As evident from the discussion above, seven significant relationships were 
identified between the various independent, intervening and dependent factors. 
The seven significant relationships are later depicted in Figure 7.11 as the final 
banking client model with the empirical results. This model shows the factors that 
influence the relationship marketing and customer retention of retail banks in 
South Africa, Canada and the UK.  
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MANOVA was used to identify whether respondents‟ country of residence exert 
an effect on the perceptions clients have regarding the independent factors 
influencing the relationship marketing and customer retention of banks. The 
MANOVA analysis revealed that the country of residence of respondents exerted 
an influence on the perceptions clients have regarding each of the independent 
factors, excluding ethics.   
 
Table 7.18 shows that country of residence significantly influences clients‟ 
perceptions on selected independent factors.  
 
Table 7.18: Country of residence‟s influence on independent factors 
Country of residence 
Independent factors F-value p-value 
Emp 7.93 0.0004*** 
Comm 14.45 0.0000*** 
Pers 5.75 0.0033** 
Fee 10.22 0.0000*** 
Tech 6.36 0.0018** 
(**p<0.01; ***p<0.001) 
 
The analysis revealed that the mean scores for empowerment and 
personalisation are significantly higher if banking clients are from Canada (5.11 
and 4.04 respectively) than if banking clients are from South Africa (4.54 and 
3.31 respectively). In addition, the analysis showed that the mean scores for 
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communication, fees and technology are significantly higher if banking clients are 
from the UK (5.18, 4.80 and 6.09 respectively) than if banking clients are from 
South Africa (4.25, 3.83 and 5.51 respectively). Generally, this indicates that 
banking clients are more positive regarding the empowerment strategies and 
personalisation efforts of Canadian banks than South Africans are about those of 
South African banks. In addition, banking clients in the UK are more satisfied with 
the communication, fees and use of technology of UK banks than South Africans 
are about these aspects in South African banks.  
 
In section 7.3.4 above, fees and personalisation were shown to be two of the 
three most important banking aspects. Therefore, based on the discussion 
above, Figure 7.6 shows how clients‟ country of residence influences their 
perceptions regarding banks‟ fees and personalisation efforts.  
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Figure 7.6: Country of residence and its influence on perceptions on fees and 
personalisation 
 
 
 
 
 
 
 
 
 Country of residence and fees  
 Country 1: South Africa 
 Country 2: Canada 
 Country 3: UK  
 
 
 
        
      Country of residence and personalisation  
       Country 1: South Africa 
       Country 2: Canada 
       Country 3: UK  
 
7.3.5 DESCRIPTIVE STATISTICS AND STATISTICS ON DEMOGRAPHIC 
CHARACTERISTICS OF SAMPLE 
In this section the various descriptive statistics, which summarises the data, will 
be provided.  
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This section will also elaborate on the additional results of the MANOVA data 
analysis step. MANOVA was performed in order to establish whether the 
demographic characteristics of respondents exert an influence on the 
perceptions clients have regarding the relationship marketing and customer 
retention of their banks. 
 
(a) Descriptive statistics of banking client respondents 
Table 7.19 summarises the demographic information of the sample banking 
clients, where the total number of respondents (n) equals 637.  
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Table 7.19: Demographic information of banking clients 
Items Frequency Percentage (%) 
Gender 
Male 257 40.3 
Female 380 59.7 
Total 637 100 
Population 
group 
African ancestry 227 35.6 
European ancestry 350 54.9 
Other ancestry 60 9.5 
Total 637 100 
Age category 
19 – 24 years 200 31.4 
25 – 34 years 163 25.6 
35 – 44 years 111 17.4 
45 – 54 years 94 14.8 
55 – 64 years 55 8.6 
65 years or older 14 2.2 
Total 637 100 
Level of 
education 
School level 95 14.9 
Tertiary qualification 542 85.1 
Total 637 100 
Major account 
Cheque 395 62 
Credit card 19 3 
Mortgage bond/Home 
loan 
18 2.8 
Savings 189 29.7 
Other 16 2.5 
Total 637 100 
Main bank 
ABSA 192 30.2 
FNB 155 24.3 
Nedbank 50 7.8 
Standard Bank 121 19 
Royal Bank of Canada 15 2.4 
Barclays 14 2.2 
HSBC 7 1.1 
Other 83 13 
Total 637 100 
Country 
South Africa 534 83.8 
Canada 54 8.5 
UK 49 7.7 
Total 637 100 
Mean number of years a client of main bank = 12.7 
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According to Table 7.19, it is evident that the majority of the respondents were 
female (59.7%; n = 380); the respondents included 257 males (40.3%). The 
majority of the respondents were from the European ancestry population group 
(54.9%; n = 350). The African ancestry population group were represented by 
227 respondents (35.6%). The majority of the respondents belonged to the 
younger (18 – 24 years) age group (31.4%; n = 200), followed by respondents 
between the ages of 25 and 35 years (25.6%; n = 163). The smallest percentage 
of respondents with regard to age belonged to the 65+ years age group (2.2%; n 
= 14). Most of the respondents were educated with a tertiary qualification (85.1%; 
n = 542), whereas a small percentage, namely 14.9% (n = 95), only had 
secondary school education.  
 
The most popular type of account among the respondents was a cheque 
account; 62% (n = 395) of the respondents considered this type of account their 
main account. The second most popular type of account proved to be a savings 
account and 189 (29.7%) of the respondents highlighted this type of account as 
their main account. Because the majority of the banking client respondents were 
from South Africa, it was not surprising to identify that most of the respondents 
regarded two South African banks as their main (primarily used) bank. A number 
of 192 (30.1%) banking clients suggested that ABSA is their main bank and 155 
(24.3%) respondents identified FNB as their main bank. An item on the 
questionnaire related to the number of years respondents had been clients of 
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their main bank; on average, banking clients remain clients of their main bank for 
approximately 13 years.  
 
The study‟s main focus is the South African banking industry, as is evident from 
the sample size of South African banking clients (83.8%; n = 534 of the total 
sample). Canadian and UK banking clients represent 8.5% (n = 54) and 7.7% (n 
= 49) of the sample respectively. It may be argued that the samples of 54 
Canadian banking clients and 49 UK banking clients are too small to give effect 
to the fundamental research requirements of reliability, validity and 
generalisability. However, all possible measures were taken to include as many 
international banking clients in the sample as possible during the data collection 
period of five months. Measures used to contact and invite international banking 
clients to participate include the use of telephone conversations, e-mails, 
newspaper articles and social media networks, for example, Facebook and 
Skype. Therefore, as recommended by a statistician, the samples used in this 
study were adequate for the statistical data analysis procedures selected.  
 
This section continues with the descriptive statistics and now focuses on the 
factors selected as part of the model. Table 7.20 represents the mean scores 
and standard deviations of the independent factors influencing the relationship 
marketing (intervening variable) of banks as well as the customer retention 
(dependent variable) of banks. The mean scores reflect the extent to which the 
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respondents, in general, agreed or disagreed with certain items and the standard 
deviation indicates the degree of dispersion around the mean.  
 
Table 7.20: Mean scores and standard deviations of factors 
Factor Mean 
Standard 
deviation 
Comm 4.37 1.34 
Emp 4.63 1.35 
Pers 3.40 1.59 
Eth 4.87 1.20 
Fee 3.95 1.58 
Tech 5.59 1.35 
RM 4.24 1.45 
CR 4.28 1.38 
 
As can be seen in Table 7.20, the factor technology obtained the highest mean 
score of 5.59, while personalisation achieved the lowest mean score of 3.40. This 
shows that the respondents mostly agreed about the existence of technology in 
their banks‟ efforts to ensure relationship marketing. Most respondents were 
neutral with a tendency towards slightly disagreeing that their banks implement 
personalisation strategies to ensure relationship marketing. Excluding 
personalisation, the factor fees is the only other factor that shows that 
respondents were neutral with a slight tendency to disagree. Thus, respondents 
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disagreed that their banks have reasonable and justifiable bank charges. 
Excluding technology, (where there exists a high agreement among respondents 
on banks‟ use of technology) and fees and personalisation (where for both 
factors respondents lean more toward disagreeing), the other factors indicate 
that respondents are neutral towards slightly agreeing about their banks‟ focus 
on communication, empowerment, ethics, relationship marketing and customer 
retention.  
 
The standard deviation scores illustrated in Table 7.20 show that the 
respondents varied with regard to their viewpoints on relationship marketing and 
customer retention in retail banks. The factor personalisation obtained the 
highest standard deviation score of 1.59, while the factor ethics obtained the 
lowest score of 1.20. These standard deviations show that respondents mostly 
differed in their viewpoints on personalisation and mostly had similar viewpoints 
on ethics. 
 
MANOVA was also performed in order to establish whether nominally scaled 
demographic characteristics of respondents exert an influence on the 
perceptions clients have regarding the relationship marketing of their banks. In 
addition, the MANOVA evaluated whether demographic characteristics of 
respondents exert an influence on the customer retention levels of banks.  
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This analysis showed that the demographic characteristics gender and age 
exerted no significant influence on the relationship marketing (intervening 
variable) and customer retention (dependent variable) of banks at the 0.05 level 
of significance. 
 
However, the MANOVA analysis revealed that the population group, education 
level and country of residence of respondents exerted an influence on the 
perceptions clients have regarding relationship marketing and banks‟ customer 
retention levels.  
 
Table 7.21 represents the demographic characteristics that exerted an influence 
on relationship marketing.  
 
Table 7.21: Influence of demographic characteristics on relationship marketing 
Intervening factor: Relationship marketing 
Demographic characteristics F-value p-value 
Population group 8.1200 0.000330*** 
Education level 5.2716 0.022007* 
Country of residence 5.6204 0.003809** 
(*p<0.05; **p<0.01; ***p<0.001) 
 
Similarly, a post hoc Bonferroni test revealed that at the 0.01 level of significance 
(p=0.000002), the mean score for the relationship marketing of a bank is 
significantly higher if banking clients are African (5.06) than if banking clients are 
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from the European population group (4.51). The post hoc Bonferroni test also 
showed at the 0.01 level of significance (p=0.006632) that the means score for 
the relationship marketing of a bank is significantly lower if banking clients are 
educated with a tertiary qualification (4.52) than if banking clients are not 
educated with a qualification beyond secondary school level (4.88).  
 
In terms of country comparisons, the post hoc Bonferroni test indicated at the 0.1 
level of significance (p=0.10787) that the mean score for the relationship 
marketing of a bank is insignificantly different for Canadian banking clients (5.02) 
and South African banking clients (4.35). However, the p-value of 0.108 is very 
close to the level of significance of 0.1. Therefore, an additional post hoc method 
was used to cross-check the significance. The additional post hoc method used 
is the Fisher LSD estimate. The Fisher LSD showed a significant difference 
between the relationship marketing responses of Canadian and South African 
banking clients (p=0.035949). This suggests that Canadian banking clients are 
more positive regarding their banks‟ relationship marketing efforts than South 
African banking clients are regarding their banks‟ relationship marketing efforts.  
 
Figure 7.7 below shows three graphs confirming the discussion above. The 
graphs show that the population group, education level and country of residence 
of respondents exerted an influence on the perceptions clients have regarding 
banks‟ relationship marketing.  
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Figure 7.7: Demographic characteristics and its influence on relationship 
marketing  
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Table 7.22 represents the demographic characteristics that exerted an influence 
on customer retention.  
 
Table 7.22: Influence of demographic characteristics on customer retention 
Dependent factor: Customer retention 
Demographic characteristics F-value p-value 
Population group 5.2688 0.005381** 
Education level 5.8788 0.015608* 
Country of residence 4.2506 0.014670* 
(*p<0.05; **p<0.01) 
 
A post hoc Bonferroni test also revealed that at the 0.01 level of significance 
(p=0.000024), the mean score for the customer retention of a bank is significantly 
higher if banking clients are African (4.97) than if banking clients are from the 
European population group (4.54). In addition, the post hoc Bonferroni test 
showed that at the 0.01 level of significance (p=0.004350), the means score for 
the customer retention of a bank is significantly lower if banking clients are 
educated with a tertiary qualification (4.55) than if banking clients are not 
educated with a qualification beyond secondary school level (4.92).  
 
In terms of country comparisons, the post hoc Bonferroni test indicated at the 0.1 
level of significance (p=0.203004) that the mean score for the customer retention 
of a bank is insignificantly different for Canadian banking clients (4.95) and South 
African banking clients (4.43). However, as a difference was evident, an 
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additional post hoc method namely the Fisher LSD estimate was used to cross-
check the significance. The Fisher LSD showed a significant difference between 
the customer retention responses of Canadian and South African banking clients 
(p=0.067668). This suggests that Canadian banking clients are more inclined to 
remain clients of their banks than South African banking clients. Thus, Canadian 
banks‟ customer retention levels are prone to be higher than those of banks in 
South Africa.  
 
Figure 7.8 below shows three graphs confirming the discussion above. The 
graphs show that the population group, education level and country of residence 
of respondents exerted an influence on the perceptions clients have regarding 
banks‟ customer retention.  
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Figure 7.8: Demographic characteristics and its influence on customer retention  
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7.3.6 SUMMARY OF COUNTRY COMPARISONS  
As one of this study‟s focus areas is the comparison of the relationship marketing 
and customer retention of banks in three different countries, it is important to 
consolidate the main country comparative results. Therefore, Table 7.23 
summarises the main findings relating to the relationship marketing, customer 
retention and added aspects of banks in South Africa, Canada and the UK.  
 
Table 7.23: Summary of country comparisons 
Aspect South Africa Canada UK 
Comm Significantly lower 
mean responses than 
UK. 
 Most positive 
responses. 
Emp Significantly lower 
mean responses than 
Canada. 
Most positive responses.  
Pers Significantly lower 
mean responses than 
Canada. 
Most positive responses.  
Fee Significantly lower 
mean responses than 
UK. 
 Most positive 
responses. 
Tech Significantly lower 
mean responses than 
UK. 
 Most positive 
responses. 
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Aspect South Africa Canada UK 
RM Significantly lower 
mean responses than 
Canada. Respondents 
neutral towards 
relationship marketing 
efforts of South African 
banks. 
Most positive responses. 
Respondents tend to 
slightly agree and lean 
towards agreeing that 
Canadian banks‟ 
relationship marketing 
efforts are satisfactory. 
 
CR Significantly lower 
mean responses than 
Canada. Respondents 
neutral towards 
customer retention 
efforts of South African 
banks. 
Most positive responses. 
Respondents tend to 
slightly agree and lean 
towards agreeing that 
Canadian banks‟ 
customer retention efforts 
are satisfactory.  
 
 
7.3.7 BANKING CLIENTS VERSUS BANK MANAGERS 
In the sections to follow the results of the seventh and last data analysis phase 
are provided. Therefore, the results showing the viewpoints of bank managers on 
relationship marketing and customer retention as well as comparisons between 
the viewpoint of banking clients and bank managers will be given.  
 
(a) Empirical results for bank managers‟ conceptual model 
 During the SEM analysis phase for the bank manager dataset of 67 bank 
managers, the researcher imposed the same structure or model (Model 3 – 
Proposed model) on the manager dataset to determine whether or not the data 
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fits the model adequately. As the factor knowledgeability was omitted, Ho2.2 was 
not tested in this study. 
 
Therefore, Figure 7.9 presents this imposed model for the bank managers‟ 
dataset, namely Model 1 (Managers complete model).  
 
Figure 7.9: Model 1 (Managers complete model) 
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The SEM results from this model (Model 1 – Managers complete model) show a 
standard scaled Chi-square measure of 3344.045. The normed Chi-square 
(2/df) is CMin/df = 2.283. Given that this normed Chi-square is within the 
recommended value of 3 or less, it can be concluded that the managers‟ data 
has a reasonable fit with the model.  
 
Table 7.24 provides the parameter estimates, standard errors and p-values of 
Model 1 (Managers complete model). 
 
Table 7.24: Model 1 (Managers complete model) parameter estimates and p-
values  
   Estimate SE CR P 
RM <--- Emp .110 .167 .660 .509 
RM <--- Comm .686 .278 2.466 .014* 
RM <--- Pers -.178 .150 -1.192 .233 
RM <--- Eth .177 .498 .357 .721 
RM <--- Fee .429 .217 1.979 .048* 
RM <--- Tech -.003 .148 -.024 .981 
CR <--- RM .959 .206 4.659 *** 
*p-value<0.05; ***p-value<0.001 
 
This model (Model 1 – Managers complete model) only shows three significant 
relationships between factors. The significant relationships are between 
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communication and relationship marketing, between fees and relationship 
marketing and between relationship marketing and customer retention.  
 
Table 7.25 presents the results of the remaining goodness-of-fit indices for Model 
1 (Managers complete model). 
 
Table 7.25: Model 1 (Managers complete model) goodness-of-fit indices 
Index 
Result for Model 1 
(Managers complete 
model) 
RMSEA 
0.139  
(0.133 lower bound,  
0.146 upper bound) 
CFI 0.565 
TLI 0.542 
PGFI 0.395 
 
As shown above, the SEM indices indicate a poor fit for Model 1 (Managers 
complete model). Therefore, a second model was derived for the managers‟ 
dataset by removing all the insignificant factors. This Model 2 (Managers adapted 
model) is presented in Figure 7.10.  
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 Figure 7.10: Model 2 (Managers adapted model) 
 
 
 
The standard scaled Chi-square measure of 920.828 was computed for this 
model. The normed Chi-square (2/df) is CMin/df = 1.997. As the normed Chi-
square is well within the recommended value of 3 or less, the managers‟ data 
has a reasonable fit with the model.  
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Table 7.26 provides the parameter estimates, standard errors and p-values of 
Model 2 (Managers adapted model). 
 
Table 7.26: Model 2 (Managers adapted model) parameter estimates and p-
values  
   Estimate SE CR P 
RM <--- Comm .796 .168 4.725 *** 
RM <--- Fee .465 .154 3.025 0.002* 
CR <--- RM .961 .206 4.676 *** 
*p-value<0.01;***p-value<0.001 
 
Model 2 (Managers adapted model) shows no insignificant relationships between 
factors.  
 
Table 7.27 presents the results of the remaining goodness-of-fit indices for Model 
2 (Managers adapted model). 
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Table 7.27: Model 2 (Managers adapted model) goodness-of-fit indices 
Index 
Result for Model 2 
(Managers adapted 
model) 
RMSEA 
0.123  
(0.111 lower bound,  
0.134 upper bound) 
CFI 0.775 
TLI 0.758 
PGFI 0.487 
 
It is evident that Model 2 (Managers adapted model) is a noticeable improvement 
on Model 1 (Managers complete model). All parameters are significant, all 
indices are improved and the PGFI for Model 2 (Managers adapted model) is 
larger than that of Model 1 (Managers complete model). However, most of the 
SEM indices do not meet the minimum acceptance criteria. A cross-correlation 
between communication and fees was considered as an option for a third model; 
however, this correlation was not included in the banking client analysis (for 
reasons provided in section 7.3.1) and therefore was also not included in the 
managers‟ analysis. Therefore, it has to be said that the final model for the 
managers (Model 2 – Managers adapted model), although showing significant 
relationships between factors, is not a reasonably good fit. This, however, was 
anticipated by the researcher as it was expected that the bank managers would 
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be a biased sample. Bank managers might feel obligated to their employer banks 
to project positive views on all matters pertaining to the banks (even if they do 
not personally agree). The results are potentially skewed to give favourable 
responses. Table 7.28 lends support to this by providing the mean scores, from 
bank managers‟ responses, for each factor relating to relationship marketing and 
customer retention.  
 
Table 7.28: Managers‟ mean scores and standard deviations for factors 
Factor Mean 
Standard 
deviation 
Comm 5.670 0.879 
Emp 5.102 1.132 
Pers 5.161 1.145 
Eth 6.052 0.833 
Fee 5.144 1.255 
Tech 6.003 0.750 
RM 5.522 1.053 
CR 5.134 1.026 
 
The mean scores in Table 7.28 indicate overwhelmingly positive responses from 
the respondents. All the means are above the value of 5, and thus showing 
banking managers tend to agree and lean towards strongly agreeing that their 
employer banks focus on communication, empowerment, personalisation, ethics, 
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justifiable fees and the use of technology. In addition, bank managers are 
agreeing that their employer banks have good bank-client relationships and 
sufficient customer retention rates.  
 
By comparing the banking clients‟ and bank managers‟ results the following are 
evident: 
 
 Firstly, both banking clients and bank managers agree that relationship 
marketing and customer retention are important in the banking industry 
and that relationship marketing influences customer retention. Therefore, 
Ho1.8 and Ho2.8 are rejected.   
 Secondly, banking clients provided much lower mean scores for the 
independent factors than the mean scores of bank managers. This shows 
that bank managers‟ positivity regarding retail banks‟ relationship 
marketing, customer retention and related aspects are much higher than 
that of banking clients. Clearly bank managers overestimate their banks‟ 
performance, and improvements in various banking aspects are needed in 
order to improve bank-client relationships and increase customer retention 
rates.  
 Lastly, there is also a clear difference in the factors regarded as important 
by banking clients and bank managers. Banking clients ranked justifiable 
fees, ethical behaviour and personalisation as important aspects 
influencing relationship marketing. Bank managers only viewed 
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communication and justifiable fees as factors significantly influencing 
relationship marketing. Therefore, Ho2.1 and Ho2.6 are rejected, while the 
researcher failed to reject Ho2.3, Ho2.4, Ho2.5 and Ho2.7. 
 
These results in section 7.3.7 prove, as was expected, that there is clearly a gap 
in practice between what banking clients on the one hand and what bank 
managers on the other regard as important in bank-client relationships. 
 
7.4 PROPOSED MODEL WITH EMPIRICAL RESULTS 
 Based on the empirical results in section 7.3 above, the final banking client 
model of the study is provided in Figure 7.11. The figure, excluding the cross-
correlations between independent factors, shows the values of the estimated 
parameters to highlight the relationships between factors.  
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Figure 7.11: Final banking client model with estimated parameters showing 
factor relationships 
 
 
The following conclusions can be made to complement the empirical model 
(Figure 7.11): 
 
 According to banking clients, there are significant positive relationships 
between each of the six independent variables (communication, 
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empowerment, personalisation, ethics, fees and technology) and the 
intervening variable (relationship marketing). Therefore, Ho1.1, Ho1.3, Ho1.4, 
Ho1.5, Ho1.6 and Ho1.7 are rejected.  
 In addition, according to banking clients, there is a positive relationship 
between the intervening variable (relationship marketing) and the 
dependent variable (customer retention). Therefore, Ho1.8 is rejected.  
 
Additional notes to summarise the empirical results: 
 
 There are significant differences in the mean responses on banks‟ 
relationship marketing and customer retention of banking clients with 
different demographic characteristics, specifically with regard to their 
population group, education level and country of residence.  
 There are significant differences in the mean responses on the 
independent factors influencing banks‟ relationship marketing and 
customer retention of banking clients from different countries. Thus, the 
responses from South African, Canadian and UK banking clients differed 
significantly.  
 Ho2.8 is rejected as bank managers also view relationship marketing as a 
factor exerting a significant positive influence on customer retention. 
 However, comparisons between banking clients and bank managers show 
that these two groups of respondents have different views regarding other 
relationship marketing and customer retention aspects in the banking 
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industry. Bank managers are more positive about the current status of 
relationship marketing and customer retention aspects in banks. In 
addition, bank managers only view communication and justifiable fees as 
factors having significant positive influences on relationship marketing in 
banks. Thus, Ho2.1 and Ho2.6 are rejected, while the researcher fails to 
reject Ho2.3, Ho2.4, Ho2.5 and Ho2.7.  
 
7.5 SUMMARY AND CONCLUSIONS 
The objective of this chapter was to identify the influence of seven pre-specified 
factors on the relationship marketing and customer retention of banks from the 
perspectives of both banking clients and bank managers. The original conceptual 
banking client model in Chapter one was subjected to SEM to identify its 
goodness-of-fit. Through the SEM process, a proposed model was developed; 
the proposed Model 3 emphasised the influence of the independent variables 
(communication, empowerment, personalisation, ethics, fees and technology) on 
the intervening variable (relationship marketing) and the influence of the 
intervening variable (relationship marketing) on the dependent variable (customer 
retention). This model also showed the cross-correlations between independent 
variables. Based on this model further data analysis phases were conducted in 
the empirical investigation among banking clients and bank managers of retail 
banks in South Africa, Canada and the UK.  
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The empirical results of this study were discussed in this chapter. The results 
were provided in seven different categories: According to the SEM results, the 
validity and reliability of the measuring instrument, the testing of hypotheses, the 
MANOVA results to perform various comparisons, descriptive statistics and the 
comparison between banking clients and bank managers.  
 
In terms of the main empirical findings, it may be concluded that the researcher 
should reject all the null hypotheses relating to the banking clients‟ viewpoints. In 
other words, the empirical results show that firstly all the independent variables 
positively influence the relationship marketing of retail banks, and that secondly, 
relationship marketing of banks positively influences the customer retention 
levels of retail banks. The strongest relationship, in terms of the banking clients‟ 
questionnaire, was found between the factors fees and relationship marketing. 
Thus, if banks charge fees perceived by clients as reasonable, their relationship 
marketing efforts would improve. Secondly, the ethical behaviour of banks has a 
strong influence on the relationship marketing of these institutions. Although still 
a positive influence, the factor with the lowest influence on the relationship 
marketing of banks is technology. This means that the use of technology 
influences banks‟ relationship marketing but to a lower extent than the other 
factors considered. The empirical investigation also proved that relationship 
marketing positively influences customer retention. Therefore, if banks can 
improve their efforts of building and maintaining client relationships, their 
customer retention levels will increase. 
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The findings also showed differences in the viewpoints of banking clients and 
bank managers. The main difference proved to be in the factors that are 
regarded most important by the two parties. Banking clients regard fees and 
ethics as the two most important factors influencing banks‟ relationship marketing 
and regard all six factors as significantly influencing relationship marketing. On 
the contrary, bank managers only view two factors as significantly influencing 
relationship marketing in banks, namely fees and communication. 
 
The chapter also discussed the significant differences evident in the relationship 
marketing and customer retention viewpoints of banking clients from the three 
different countries, namely, South Africa, Canada and the UK.  
 
The findings discussed in this chapter have led to the development of a final 
empirical model displaying the main empirical results, specifically the significant 
relationships among factors. This final banking client empirical model was 
presented in Figure 7.11. In the next chapter, the final summary, conclusions and 
recommendations based on the empirical results will be provided. The focus will 
be on providing practical strategies to retail banks on improving their relationship 
marketing strategies and increasing their customer retention levels while also 
highlighting the limitations of the study and possible future research.  
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CHAPTER EIGHT 
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS  
 
8.1 INTRODUCTION  
This chapter will present a brief summary of the research. The main findings and 
relevant recommendations to retail banks, based on the empirical findings of the 
study, will form the basis of this chapter.  
 
The impact of the findings on the acceptability of the two conceptual models 
developed in Chapter one, the achievement of the research objectives and the 
acceptability of the research hypotheses will be discussed in this chapter. 
Various recommendations that follow from the conclusions based on the 
empirical investigation will be provided to retail banks in South Africa, Canada 
and the UK to assist these institutions with their relationship marketing and 
customer retention. South African banks will be provided with information on 
successful Canadian and UK bank strategies to implement, and thus learn from 
these international retail banks.  
 
The chapter will conclude by providing possible areas for future research.  
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8.2 SUMMARY OF THE STUDY 
 The main objective of this study was to identify and investigate the influence of 
seven pre-specified variables on the relationship marketing and customer 
retention of banks in South Africa, Canada and the UK, based on the perceptions 
of both banking clients and bank managers.  
 
 Two conceptual models were developed that specified communication, 
knowledgeability, empowerment, personalisation, ethics, fees and technology as 
independent variables influencing relationship marketing in banks. Relationship 
marketing was specified as the intervening variable while customer retention was 
identified as the dependent variable.  
 
 Through the results obtained from SEM, the study has proved the existence of 
six of these relationships suggested by the conceptual model based on the 
perspectives of banking clients. From the conceptual model based on the 
perspectives of bank managers, three of the stated relationships were proved to 
exist. 
 
 The completion of the study has proved the attainment of all the set objectives as 
given in Chapter one. Table 8.1 indicates in which chapter(s) and/or section(s) 
each of the study‟s objectives were attained.  
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 Table 8.1: Study objectives covered in the relevant chapters 
 Objective Where objective was covered 
Primary objective: To empirically test 
the two conceptual models pertaining to 
the relationship marketing and 
customer retention of banks in South 
Africa, Canada and the UK 
Chapter six 
Chapter seven 
To execute an in-depth secondary 
study relating to the banking industries 
of South Africa, Canada, the UK as well 
as to relationship marketing and 
customer retention 
Chapter one 
Chapter two 
Chapter three 
Chapter four 
Chapter five 
To identify and implement the most 
appropriate research methodology to 
address the problem statement and 
research objectives 
Chapter one 
Chapter six 
To develop appropriate research 
instruments for the primary data 
sourcing from banking clients and bank 
managers 
Chapter six 
Annexure A 
Annexure B 
To conduct an empirical investigation to 
identify the influence of selected 
variables on relationship marketing and 
customer retention in banking 
institutions from the client‟s viewpoint 
Chapter six 
Chapter seven 
Annexure A 
To conduct an empirical investigation to 
identify the influence of selected 
variables on relationship marketing and 
customer retention in banking 
institutions from the bank manager‟s 
viewpoint 
Chapter six 
Chapter seven 
Annexure B 
To source primary data from banking 
clients and bank managers 
Chapter six 
Annexure A 
Annexure B 
To statistically analyse the primary data 
and test the hypotheses 
Chapter seven 
To present research findings to address 
potential relationship marketing and 
customer retention disparity issues in 
the banking industry 
Chapter seven 
Chapter eight 
 354 
 
8.3 MAIN EMPIRICAL FINDINGS AND RECOMMENDATIONS TO RETAIL BANKS 
 The following section highlights the main findings from the empirical investigation 
and includes relevant recommendations for retail banks, specifically for banks in 
South Africa. Throughout the discussion valuable lessons learned from Canadian 
and UK banks (from both the literature overview and the empirical investigation) 
will be included as suggestions for South African retail banks. 
 
8.3.1 FINDINGS AND RECOMMENDATIONS FROM THE STRUCTURAL EQUATION 
MODELLING 
 From the SEM process it was evident that the factor knowledgeability is 
insignificant in relation to the relationship marketing of retail banks. A possible 
reason for this might be that many banking clients evaluate the knowledgeability 
of bank employees based on these employees‟ levels of empowerment and their 
extent of communication to clients. In other words, some clients might have 
perceived the questionnaire items of knowledgeability as containing elements of 
empowerment or communication. For example, a client may perceive an 
empowered employee that can make the necessary decisions and resolve the 
client‟s banking queries as knowledgeable about banking products, services, 
processes and procedures. In addition, a client receiving relevant, frequent and 
 Objective Where objective was covered 
To make recommendations on methods 
and strategies through which banks can 
adapt the variables important to clients 
to improve relationship marketing and 
increase customer retention  
Chapter eight 
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correct communication from a specific bank employee may perceive this bank 
employee as being informed and knowledgeable.  
 
Thus, the SEM showed that for the purposes of this study knowledgeability 
cannot be regarded as a factor influencing relationship marketing in banks. 
Therefore, Ho1.2 (There is no relationship between knowledgeability and 
relationship marketing in banks, as perceived by banking clients) and Ho2.2 
(There is no relationship between knowledgeability and relationship marketing in 
banks, as perceived by bank managers) were eliminated from the study and not 
tested in further analyses. However, as explained above, aspects regarding bank 
employees‟ knowledgeability may be regarded as part of banks‟ empowerment 
levels and communication. Both these factors are according to banking clients 
significant factors influencing relationship marketing in banks. Therefore, banks 
should: 
   
 Ensure that employees are empowered through new knowledge. For 
example, regular training sessions and seminars should be offered in 
order to keep employees up to date about new or changed banking 
products, services, processes and procedures; and  
 Ensure that employees communicating to banking clients, for example, 
front-line staff, are knowledgeable about the bank‟s products, services, 
processes and procedures. Banks should encourage employees to 
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communicate and present information clearly to banking clients and share 
the necessary and required banking information.  
 
Throughout the SEM process, this study has developed a model incorporating 
relationship marketing and customer retention (see Chapter seven, Figure 7.11). 
This model can be used in future research to identify the important relationship 
marketing aspects that can ensure improved firm-client relationships as well as 
higher customer retention levels in other industries. For example, the model can 
be considered to evaluate relationship marketing and customer retention aspects 
in the insurance-, medical aid-, airline-, tourism- and restaurant industries. 
 
8.3.2 FINDINGS AND RECOMMENDATIONS FROM THE VALIDITY AND 
RELIABILITY TESTING 
 Through the evaluation of the validity of this study‟s measuring instrument it 
became evident that this study can be regarded as valid. All three measures 
used to evaluate the construct validity of the study proved that the study 
possesses convergent, discriminant, nomological and face validity. The CFA 
factor loadings, VE values and the function where the VE percentages for any 
two factors were compared with the square of the correlation estimate between 
the two factors were satisfactory.  
 
 In addition, both the reliability measures, namely the construct reliability (CR) 
estimates and Cronbach Alpha correlation coefficients, indicated high reliability. 
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Therefore, the measuring instruments designed in this study can be used in 
future research.  
 
8.3.3 FINDINGS AND RECOMMENDATIONS FROM THE HYPOTHESES TESTING 
The empirical results indicated that from the perspectives of banking clients there 
exist positive relationships between: 
 
 Communication from banks (e.g. brochures, letters, etc.) and their 
relationship marketing strategies; 
 Bank employees‟ levels of empowerment and the relationship marketing 
strategies of banks; 
 Banks‟ personalisation of client offerings and the institutions‟ relationship 
marketing strategies; 
 Banks‟ ethical behaviour and their relationship marketing strategies; 
 Banks‟ justification of fees and their relationship marketing strategies; and 
 Banks‟ use of technology and their relationship marketing strategies. 
 
Thus, it is evident that each of the variables considered (communication, 
empowerment, personalisation, ethics, fees and technology) influences banks‟ 
relationship marketing strategies. Therefore, hypotheses Ho1.1 (There is no 
relationship between communication and relationship marketing in banks, as 
perceived by banking clients); Ho1.3 (There is no relationship between 
empowerment and relationship marketing in banks, as perceived by banking 
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clients); Ho1.4 (There is no relationship between personalisation and relationship 
marketing in banks, as perceived by banking clients); Ho1.5 (There is no 
relationship between ethics and relationship marketing in banks, as perceived by 
banking clients); Ho1.6 (There is no relationship between fees and relationship 
marketing in banks, as perceived by banking clients); and Ho1.7 (There is no 
relationship between technology and relationship marketing in banks, as 
perceived by banking clients) are rejected. In other words, if banks‟ 
communication, empowerment, personalisation, ethical behaviour, justification of 
fees and technology improves, their relationship marketing would improve.   
 
Taking the above discussion into consideration, the six variables can be grouped 
into three aspects that are important for banking clients in terms of relationship 
marketing, namely the way in which the banking services are delivered 
(communication, empowerment, personalisation, ethical behaviour, fees, 
technology), the employees of the bank (empowerment, ethical behaviour) and 
the image of the bank (ethical behaviour, fees).  
 
The justification of fees and the ethical behaviour of banks had the strongest 
relationships with the relationship marketing of these institutions. Therefore, the 
empirical results proved that the justification of fees (ranked first) and the ethical 
behaviour (ranked second) of banks are the most important aspects influencing 
relationship marketing. Banks should concentrate on implementing strategies 
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relating to their fee structures and ethical behaviour to improve relationship 
marketing, and thus the building and maintaining of stronger client relationships.  
 
In addition, the empirical investigation showed that the majority of banking clients 
are concerned about the personalisation efforts of retail banks. Personalisation 
was also ranked by banking clients as the third most important aspect when 
considering bank-client relationships. This proves that banks should focus on the 
personalisation of offerings to clients. The empirical findings also reported that 
Canadian banks are the leaders when considering personalisation in retail banks. 
UK banks were regarded as the banks with the best fee structures. This clearly 
indicates that South African banks can and should learn from Canadian and UK 
banks by implementing successful and relevant strategies gathered from these 
international banks. Specific strategies, provided as recommendations for banks 
to improve aspects relating to their communication, empowerment, 
personalisation, ethics, fees and technology will be provided in the following 
sections. 
 
(a) Strategies to improve communication 
A bank can communicate to different audiences as target markets. For example, 
a bank can communicate to an individual client, to a group of clients or promote 
its new offerings to existing clients and the general public. In addition, the 
information to be communicated can be presented using various methods, such 
as account statements, e-mails, telephone calls, web pages, press releases and 
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advertisements. It is important for banks to have the correct types of audiences 
and communication methods to ensure effective communication. For example, 
when communicating to an individual client, the bank should use the 
communication method preferred by the client. Therefore, banks should keep 
records of clients‟ preferred methods of communication and use these methods 
accordingly.  
 
In addition to the above-mentioned, banks could consider a variety of methods 
when communicating to clients, including the bank‟s annual report, website, 
media releases, television and radio, conferences, road shows and exhibitions, 
client call centres, complaint management centres, regular client focus groups as 
well as community forums. 
 
Effective communication also has specific criteria, for example, effective 
communication is truthful. Banks should refrain from “false advertising” when 
marketing their offerings or from being at fault when providing an offering that 
can be misunderstood by clients.  
 
Banks should continuously inform clients of new products or changes to banking 
products, processes and procedures. Clients should be informed about changes 
in the banking industry that might affect their banking options and finances.  
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Face-to-face contact with a bank employee is important to certain clients and 
therefore it is important that bank employees, especially bank managers, are 
available for appointments with clients.  
 
One communication aspect that is very important is the language in which a 
client can receive a service. Canada‟s RBC promotes the fact that the bank 
provides services to its clients in over 150 languages. In South Africa it is 
essential for banks to be able to communicate to their clients in at least the 11 
official languages.  
 
In summary, communication strategies include: 
 
 The use of appropriate and preferred communication methods;  
 Truthful, honest communication that is not misleading; 
 Informing clients about new and/or changed offerings; 
 Ensuring the availability of bank managers for client appointments; and 
 Offering the service in the clients‟ preferred languages. 
 
(b) Strategies to improve empowerment 
Banks should continuously motivate their employees to empower themselves. 
Training courses, seminars and development workshops should be offered for 
employees to attend to increase their skills and improve their knowledge about 
the banking industry, the bank and clients‟ needs. Banks could offer incentives to 
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employees who empower themselves and show initiative in assisting clients. For 
example, banks can promote employee-of-the-month awards. To further bank 
employees‟ education, and thus their empowerment, banks can also offer 
bursaries for employees to attend tertiary institutions. 
 
Banks should educate their employees about the complex, ever-changing 
banking industry and inform them of all the banking policies and procedures. 
Bank employees should be immediately informed when banking policies, 
procedures, rules and/or regulations change. This will ensure that employees are 
empowered to make informed decisions concerning banking clients‟ financial and 
banking matters. Banks should also have career-pathing plans and discussions 
with employees as this will inspire employees and possibly lead to their 
empowerment as they are directed and motivated.  
 
A bank can apply the principle of job rotation; in other words, employees can be 
stationed in one position in a bank for a specified time period and then be moved 
to another position in the bank. For example, a bank employee arranging 
appointments for consultants may be moved to assist clients at the enquiries 
desk after six months. Through job rotation employees are empowered to do 
more; because of moving around among various positions in the bank, these 
employees increase their skills and knowledge. However, before implementing 
job rotation, it is also important for banks to realise that some clients prefer to get 
assisted by the same employees every time they receive a banking service.  
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Canadian banks specifically appoint senior managers in their client relationship 
marketing departments. Thus, they empower their employees and place higher 
ranked employees in key positions to manage bank-client relationships. Often 
banks place new, younger or inexperienced employees in the client departments 
and motivate that this is where new employees should start and experience how 
to handle clients. However, if a lesson is to be learned from the leading Canadian 
banks, a bank‟s more experienced and senior employees should be operating in 
and managing the client department. 
 
The main Canadian bank, the RBC, emphasises its focus on developing 
employees personally and professionally. RBC also offers employee share 
ownership plans (Corporate Profile 2010). This is another way of empowering 
their RBC employees, as employees that own part of the bank will ensure that 
they perform well in order to reap the financial benefits.  
 
In summary, empowerment strategies include: 
 
 Encouraging empowerment among employees, for example, providing 
incentives to employees displaying empowerment; 
 Offering training sessions, seminars and development workshops to 
employees; 
 Providing bursaries to employees in order to further their education; 
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 Educating employees on changes influencing the banking industry, the 
bank and its clients; 
 Implementing job rotation to facilitate the empowerment of employees; 
 Discussing career paths with employees to inspire and empower them; 
 Appointing senior, experienced employees in client-management 
positions; 
 Personally and professionally developing employees through mentoring 
programmes; and 
 Offering employee share ownership plans. 
 
(c) Strategies to improve personalisation 
 South African banks can learn from their Canadian counterparts in terms of 
personalising offerings to clients. At ABMs (similar to ATMs) in Canada, as soon 
as clients enter their ABM card and PIN, the ABM „personally greets‟ the client on 
the screen by using their full names.  
 
 Currently, ATMs in South Africa require the clients to indicate their language of 
choice. South African banks should implement the personalisation strategy of 
Canadian banks as explained above, and extend it further to the language 
option. As soon as the ATM has „greeted‟ the clients using their full names, the 
ATM should automatically continue in the language preferred by the clients, 
without requesting the clients to select their languages every time they use the 
ATM. 
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 In as far as possible, bank employees should be encouraged to greet and assist 
banking clients by using their first names. Clients often feel more comfortable to 
always visit the same branch and get assisted by the same employees.   
 
Another form of personalisation may be the special treatment of long-term, 
profitable and valued banking clients. For example, these clients can be invited to 
special events and valuable workshops and seminars, such as banking advice-, 
investment- and financial planning seminars. 
 
HSBC in the UK specialises in offering a personalised package to new residents 
in the UK. The bank offers to cover all the arrangements of opening a new bank 
account and arranging for a mortgage before new residents enter the UK. South 
African banks could possibly learn from this in order to assist new residents in 
the country with special or different circumstances.  
 
In addition, HSBC offers comprehensive solutions for clients performing financial 
planning for key life events, for example buying property, starting a family and 
building retirement funds. HSBC indicates that these banking solutions are 
flexible, in other words, the solutions could be personalised to fit each client‟s 
unique circumstances and needs. South African banks can learn from HSBC and 
also offer unique banking and financial planning options to clients.  
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The UK-based Barclays bank focuses on personalisation and the bank offers a 
large variety of different account options within each category of accounts. In the 
current account category, Barclays has 12 different account options; in savings 
accounts, Barclays offers clients a choice of 15 savings accounts; and in the 
mortgage category, Barclays‟ clients can choose from nine different mortgage 
options. With this large variety of account options Barclays can offer an account 
with flexible specifications according to the unique needs of each client. In South 
Africa the different cheque account or different savings account options are 
limited (e.g. only three different cheque account options) and an extended variety 
of accounts could ensure personalised offerings.  
 
In summary, personalisation strategies include: 
 
 Providing personal ATM greetings; 
 Automatically ensuring that ATMs immediately select the preferred 
languages of clients; 
 Personally greet regular and valuable clients in branches;  
 Inviting valued clients to special events and seminars;  
 Offering special banking arrangements to new South African residents; 
 Offering personalised solutions for clients performing financial planning for 
key life events; and 
 Offering a variety of different account options within each category of 
accounts. 
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(d) Strategies to improve ethics 
 It is important that banks are ethical in their actions, that clients perceive banks to 
be ethical and that clients have positive images concerning their banks‟ ethical 
behaviour.  
  
 In terms of ethical behaviour, the social responsibility of firms, including banks, is 
a current focus area in the business environment. Banks should conduct 
business while positively influencing human development. Thus, banks should 
show that they care for the community they operate in and that they „plough back‟ 
into the community. For example, banks could establish or support a community 
project such as a sponsorship for a local soccer team. 
   
 A bank‟s ethical behaviour is also determined by its actions to protect the natural 
environment. In other words, the development of or support for „going green‟ 
projects will positively influence the perceptions clients have regarding a bank‟s 
ethical behaviour. Banks could establish or support environmentally focused 
projects such as recycling activities, waste management projects or the 
sponsorship of wildlife protection projects. In addition, a bank could focus on the 
reduction of its water use and emphasise its attempt to maintain an acceptable 
carbon footprint. 
  
 If clients perceive their information to be kept private by the bank and its 
employees, they will regard the bank as ethical. Privacy of information is very 
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important to banking clients. Bank employees have access to personal and 
confidential information and clients prefer this information not to be transferred to 
other firms. Therefore, it is important that banks ensure that the prohibition of 
distributing client information to other sources is indicated in the banks‟ Code of 
Conduct given to employees. Banks should also ensure that their banking 
systems are protected and secure in terms of client information confidentiality.   
 
 In addition to information safety, it is very important for clients to be assured that 
their funds are safe and secure with the bank. If banks can live up to this 
promise, clients will regard the banks as ethical in their dealings. 
 
The honest reporting of financial performance also enhances the image of a 
bank‟s ethical behaviour. Banks should therefore build long-term relationships 
with trusted accountants and auditors and ensure truthful financial reporting.   
 
 If clients perceive a bank‟s employees to behave and act in morally acceptable 
ways, the bank‟s ethical behaviour image would also be positively influenced. 
Thus, bank employees should be encouraged to adhere to the principles of 
honesty, integrity and fairness. 
 
The RBC is one of Canada‟s „greenest employers‟ and focuses on ensuring that 
business operations are environmentally responsible and lead to the reduction of 
the bank‟s environmental footprint (RBC named one of Canada‟s Greenest 
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Employers 2009). As mentioned earlier, South African banks should, similar to 
RBC, select a „going green‟ area to focus on. 
 
The UK-based bank Barclays is also at the forefront of ensuring that clients view 
the bank as ethical. Barclays are involved in a number of projects, for example, 
The Katine project: With this project, in association with the Guardian newspaper 
and the AMREF (African Medical and Research Foundation), Barclays aims to 
provide disadvantaged, remote communities with access to financial services. 
South African banks can learn from Barclays by developing and implementing 
similar socially responsible projects.  
 
It is also important for banks to support needy causes. In other words, a bank 
could ensure positive perceptions of clients on the bank‟s ethical behaviour by 
supporting current social issues. RBC, for example, recently (2010) donated 
funds to assist flood victims in Pakistan. This clearly would have influenced 
clients‟ viewpoints on RBC‟s social involvement, and thus ethical behaviour, in a 
positive manner. South African banks could support, for example, orphaned and 
vulnerable children, people living with disabilities, the health and welfare sector 
and local education, as these are current issues in the country and in Africa. 
 
The dissemination of information that can enhance a bank‟s image with regard to 
ethical behaviour is just as important. A bank‟s social responsibility activities 
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could, for example, be emphasised at stakeholder open days, in the bank‟s 
annual report or in special media releases.  
 
In summary, ethics strategies include: 
 
 A focus on social responsibility actions (supporting and resolving current 
social issues); 
 The development and support of environmentally friendly projects in order 
to reduce the bank‟s carbon footprint; 
 The guarantee of client information privacy; 
 The guarantee of secure funds;  
 Ensuring honest, clear and complete financial reporting; 
 Ensuring employees‟ moral behaviour; and 
 Communicating and marketing the ethical behaviour of the bank. 
 
(e) Strategies to improve fees 
In order to maintain client relationships, a bank may provide special benefits to 
loyal clients, for example, lower bank fees. Banks may also charge different fees 
to different client groups, for example, pensioners might receive reduced account 
charges.  
 
This study showed that banks should be able to justify their fee structures and 
that fees should be reasonable. Therefore, especially in South Africa where 
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annual fee increases occur every year in April, banks should consider whether 
automatic annual increases are justifiable and whether or not clients regard these 
increases as reasonable. Fee comparisons to other competitors are also 
important for banks to ensure that they are „in line‟ with competitors.  
 
In South Africa, a strong marketing focus is needed where major banks could 
market lower fees. The four major South African banks enjoy vast competition 
from one of the smaller but fastest growing retail banks in the country. The lower 
fees of this particular bank are its competitive advantage. Therefore, the major 
banks should identify fee areas where they possess a competitive advantage and 
use this area to market justifiable and reasonable fees.  
 
A specific fee strategy used by major UK banks is where these banks decrease 
credit card penalties enforced on clients for late or over-limit payments. These 
lower fees on short-term debt assist clients to „recover‟ and enable them to repay 
their short-term loans. The reduced penalty fees provide a competitive advantage 
to these banks.  
 
RBC offers a Tax–Free Savings Account (TFSA) that ensures that clients‟ 
savings, accumulated through interest earned, dividends or capital gains, are not 
taxed. Clients‟ withdrawals from the account are also tax free. 
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In summary, fees strategies include: 
 
 Providing special fee benefits to loyal clients; 
 Reconsidering automatic annual fee increases; 
 Finding a competitive advantage fee area to market;   
 Introducing „recovering‟/lower fees on credit cards; and 
 Introducing a tax-free savings account.  
 
(f) Strategies to improve technology 
Banks should ensure that they are up to date with the latest technological 
developments relevant to the offering of banking products and services. For 
example, one of the four major banks in South Africa introduced the service of 
sending SMSs to clients to notify them of the occurrence of transactions. The 
other three major banks followed soon thereafter and also introduced added 
features to these SMSs, for example, one bank not only shows the transaction 
that occurred but also the clients‟ current bank account balance. Following this 
competition, the bank that initiated this SMS service did not advance their 
technology to improve their SMS service and still does not offer the current 
account balance on its SMSs. Continuously using advanced technology is 
important for building and maintaining firm-client relationships.  
 
In 2010, one of South Africa‟s major banks was the first to adopt technology 
initiated by a UK bank, namely contactless payment technology. The service 
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enables clients to pay for low-value purchases at retailers by tapping their cards 
against a reader without using their PIN or providing a signature. This will ensure 
convenience for clients as well as improved efficiency for retailers at payment 
stations. It is important for the other banks to incorporate this technology as soon 
as possible in order to keep abreast of change. 
 
Although banks should ensure that their technology is advanced, it is also 
important to ensure that the technological systems and methods to be used by 
clients are user-friendly. If clients perceive a bank‟s technology as being too 
difficult to use, they might prefer not to use it and convert back to the traditional 
branch banking, which will lead to higher costs for both the bank and clients. 
Clients might also even switch to a competitor bank with user-friendly technology. 
 
When banks offer banking products and services that are technology-driven they 
should also consider the total costs incurred by clients to use these methods. 
Technology will ensure cost-savings to banks and therefore banks encourage 
clients to make use of non-traditional banking methods by offering lower fees, for 
example, telephone-, cell phone-, Internet- and ATM banking. However, banks 
should realise that although the bank fees are reduced when technologically 
advanced banking options are used, the technology in itself may be too 
expensive for the client. For example, Internet banking has reduced banking 
fees; however to have access to the Internet may be costly to a client and this 
may discourage the client from using this non-traditional banking method. 
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As was briefly mentioned, the safety of clients‟ funds is very important. Therefore, 
banks need to ensure that the technological systems they use are secure and 
cannot be easily tampered with as infringement with systems, client information 
and account numbers may lead to the loss of clients‟ privacy and funds.  
 
RBC in Canada has used technology to the advantage of their clients and 
recently introduced an on-line finance programme to clients. This programme, 
myFinanceTracker, assists clients with the managing of their finances and makes 
saving easier. The programme records transactions, keeps track of expenses, 
assist clients with budgeting and provides clients with a financial calendar.  
 
Barclays in the UK has become the first bank in the UK to launch an on-line 
computer game to help young people improve their financial management skills. 
With this game, titled '56 Sage Street', Barclays is using technology to 
communicate to a specific target market. South African banks should also 
consider technological methods, such as on-line tools and games, to reach 
specific target markets.  
 
In summary, technology strategies include: 
 
 Using advanced technological methods to improve offerings and ensure a 
competitive advantage; 
 Ensuring user-friendly technology; 
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 Considering overall cost-effective technology for the clients;  
 Ensuring secure technological systems with appropriate software that will 
protect client information and funds; and 
 Using technologically advanced programmes and on-line games to 
communicate and provide services to specific target markets.  
 
In addition to the above, the hypotheses testing phase showed that there exists a 
statistically significant, positive relationship between the relationship marketing 
and customer retention of retail banks. This implies that if relationship marketing 
improves, customer retention levels will also increase. Therefore, hypotheses 
Ho1.8 (There is no relationship between relationship marketing and customer 
retention in banks, as perceived by banking clients) and Ho2.8 (There is no 
relationship between relationship marketing and customer retention in banks, as 
perceived by bank managers) are rejected. 
 
(g) Strategies to improve relationship marketing and ultimately increase customer 
retention 
Specific focus areas to improve relationship marketing, thus building and 
maintaining long-term client relationships, are discussed below. 
 
Bank employees should be motivated to acknowledge clients, personally know 
clients, interact with clients, and generally make clients feel welcome. Pleasant 
atmospheres should be created in bank branches to ensure that clients feel 
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relaxed and important and that they can trust the banks. Bank-client bonds can 
be formed through proper and regular communication and personalised bank 
offerings that make clients feel valued. Clients‟ long-term commitment to banks 
and their confidence in banks will also be evident if banks excel in all the factors 
specified in this study. Empowered bank employees that make informed 
decisions will instil confidence in clients. Mutual benefits will occur to both 
parties, for example, lower fee structures will benefit clients and at the same time 
ensure positive word-of-mouth advertising and a new marketing opportunity for 
banks. Functional and user-friendly technology will ensure satisfied clients as 
well as efficient and effective bank systems. A bank will have a positive 
reputation among clients if proper image-building activities are focused on by the 
banks‟ public relations or business communication departments. Regular press 
releases keeping clients and prospective clients informed of and interested in the 
bank could enhance the bank‟s image.  
 
South African banks can learn from the RBC in terms of improving relationship 
marketing. RBC makes use of a client information file with important and relevant 
customer data. Thus, a customer database is useful in getting to know clients 
and communicating with them. RBC also focuses on customising client 
interactions, and thus the importance of personalisation as well as 
communication is evident.  
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In terms of relationship marketing, and more specifically customer retention, 
Barclays (based in the UK) recently introduced loyalty mortgage (home 
loan/bond) deals. With these deals Barclays rewards loyal clients who 
maintained steady payments on their mortgages for specified time periods by 
providing them with reduced re-pay rates.   
 
All the actions above might improve the relationship marketing of banks and, as 
the empirical investigation showed, ultimately lead to higher customer retention 
levels. 
 
8.3.4 FINDINGS AND RECOMMENDATIONS FROM THE COUNTRY 
COMPARATIVE ANALYSIS 
 The MANOVA analysis proved that the country of residence of respondents 
exerts a significant influence on the perceptions clients have regarding each of 
the independent factors (communication, empowerment, personalisation, fees 
and technology), excluding ethics.  
 
Banking clients of Canadian banks are more positive regarding the 
empowerment and personalisation strategies than clients of South African banks. 
In addition, banking clients of UK banks are more positive regarding the 
communication, fees and technology than clients of South African banks. Thus, 
these results show that South African banks can learn from their international 
counterparts in terms of relationship marketing and customer retention aspects. 
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Specific strategies implemented by Canadian and UK banks have been 
recommended to South African banks in section 8.3.3, but generally the following 
is essential: It is important for South African banks to partner with Canadian and 
UK banks as well as to regularly benchmark themselves against these banks in 
order to develop as institutions and to discover how to adapt relevant banking 
aspects.  
 
8.3.5 FINDINGS AND RECOMMENDATIONS FROM THE DESCRIPTIVE 
STATISTICS 
The fact that technology has the weakest positive relationship with relationship 
marketing (as discussed in Chapter seven) but has the highest mean score 
shows that currently banks are well-developed in the area of bank technology. 
Clients regard bank technology not as the most important relationship marketing 
aspect. At the same time clients view banks‟ use of technology as satisfactory. 
This proves that banks should rather focus on the other factors identified in this 
study.  
 
 Personalisation and fees were ranked as two of the most important relationship 
marketing aspects, but were also regarded as the areas that need most attention 
by banks for improvement (shown by their low means in Chapter seven). Thus, 
the strategies that are recommended on fees and personalisation in section 8.3.3 
are important guidelines for retail banks.  
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The MANOVA analysis (also confirmed with a post hoc Bonferroni and post hoc 
Fisher LSD estimate) reported that respondents‟ population group, education 
level and country of residence exert a significant influence on the relationship 
marketing and customer retention of banks. The relationship marketing of a bank 
is regarded significantly higher if clients are from the African population group, 
have no tertiary qualification or if they are from Canada. Banking clients are more 
inclined to remain clients of their banks (customer retention increases) when 
clients are African, have no qualification beyond secondary school level or if they 
are Canadian. With regard to the different countries, this suggests that Canadian 
banking clients are more positive regarding their banks‟ relationship marketing 
and customer retention than South African banking clients.  
 
8.3.6 FINDINGS AND RECOMMENDATIONS FROM THE CLIENT AND MANAGER 
COMPARISONS 
 The analysis where banking clients‟ and bank managers‟ views were compared 
indicated that banks should change their relationship marketing focus areas. 
Clients viewed all six factors (communication, empowerment, personalisation, 
ethics, fees and technology) as important for improving bank-client relationships, 
whereas bank managers only regarded fees and communication as significant 
factors influencing relationship marketing. Therefore, it is important for banks and 
their managers to realise that these institutions should focus on all the areas 
identified as important by banking clients. Banks cannot only focus on their fees 
and communication, they also need to address their ethical behaviour and 
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personalisation efforts. Although bank managers regard fees as important, this 
factor was regarded by clients as an area still needing much attention in the 
banking industry in South Africa (shown by its low mean in Chapter seven). The 
comparison between banking clients‟ and bank managers‟ views showed that 
banks should: 
 
 Focus on how they could project and market their ethical behaviour to 
make clients aware of it; 
 Identify methods of incorporating personalised offerings and ensure the 
proper marketing thereof; and  
 Eliminate any possible gap between the focus areas regarded as 
important by clients on the one hand and by bank managers on the other 
hand. Thus, banks should focus on the same areas as their clients to 
improve bank-client relationships. 
 
The above explanations prove that marketing plays an important role in 
relationship marketing as banks should clearly promote their social responsibility 
projects, environmentally friendly actions and all other activities and procedures 
that will ensure that clients regard the banks as ethical. In addition, special 
personalised options available to banking clients should be well-marketed. To 
eliminate the gap between client and bank manager perceptions, regular 
customer surveys should be conducted to remain aware of client perspectives. 
Follow-up research studies in collaboration with tertiary institutions are also 
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recommended to banks in order to remain focused on the areas that are 
important to clients.  
 
8.4 CONTRIBUTIONS OF THE STUDY 
 This study has added to the body of knowledge concerning marketing, 
specifically services marketing, by investigating the influence of identified 
variables on the relationship marketing and customer retention of retail banks. 
The relatively large sample size of banking clients in the empirical investigation 
(n=637), the use of an advanced statistical technique, namely SEM, and the 
scope of the empirical investigation (as it was conducted in three countries) also 
add to the value of this study.  
 
This study made the identification and development of a conceptual model that 
outlines the most important factors that influence banks‟ degrees of relationship 
marketing and levels of customer retention possible. Therefore, it can be noted 
that this study contributes to the understanding of the factors that influence the 
success of banks‟ marketing efforts, including their relationship marketing focus 
and their customer retention levels.  
 
The study is also unique as it incorporates the viewpoints of both banking clients 
and bank managers. This was important to compare clients‟ viewpoints with 
those of bank managers.  
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In addition, the study is significant as it gathers the perceptions of respondents in 
three different countries, namely South Africa, Canada and the UK, with the aim 
of identifying key international relationship marketing and customer retention 
aspects useful for banks in its „home country‟, South Africa. Following the above 
explanation, it is clear that the results of this study offer relevant, practical 
recommendations and suggestions to retail banks on improving their client 
relationships and increasing their customer retention rates. 
 
 This study also led to the development of two reliable measuring instruments that 
measure the perceptions of both banking clients and bank managers on banks‟ 
relationship marketing and customer retention. With minor adjustments to the 
wording, language changes and some contextual additions, the study could be 
replicated in other countries.  
 
8.5 AREAS FOR FUTURE RESEARCH 
This study has attempted to make an important contribution to relationship 
marketing and customer retention research concerning retail banks. However, as 
is the case with most empirical investigations, certain limitations are evident and 
should be considered when making interpretations and conclusions from the 
study‟s findings. Although this study explored new research areas and ensure a 
greater understanding of relationship marketing and customer retention in banks, 
areas for future research have been identified. Hereunder, various 
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recommendations for future research in the relationship marketing and customer 
retention fields are provided.  
 
If at all possible, it would be beneficial if the sample size of respondents in the 
international countries of this study, in other words the number of banking clients 
in Canada and the UK, as well as the number of bank managers could increase. 
This would assist in the generalisability of the results from the empirical 
investigation.  
 
Future research regarding this topic can be extended to include other 
geographical areas, for example, banking clients and bank managers in other 
countries noted to have strong, stable and successful retail banks can be 
included in the sample. In addition, the banking clients and bank managers of 
smaller banking groups can also be considered to be represented in the sample. 
The variables that determine relationship marketing and customer retention in 
other related financial services industries, for example, the insurance industry, 
can be identified and compared to this study‟s findings. In addition, the models 
and measuring instruments of this study can be applied to other industries, for 
example, the tourism- and restaurant industries.  
 
Additionally, it is possible that other external variables (which have not been 
specified in this study) can have an influence on the relationship marketing and 
customer retention of banks in South Africa, Canada and the UK. It is suggested 
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that structural equation models, such as those used in this study, suffer from the 
shortcoming that data can never confirm a model, only fail to disconfirm it. 
Therefore, it is mentioned that other models with different factors could possibly 
also fit the data collected and thus the relationship marketing and customer 
retention of banks need further empirical testing. 
 
Following the above-mentioned areas for future research, it is still important to 
note that the results of this study confirm existing literature and highlight new 
findings in the relationship marketing and customer retention areas of retail 
banks in South Africa, Canada and the UK. 
 
8.6 FINAL CONCLUSION 
Bank managers and bank employees should be aware of the fact that a bank‟s 
relationship marketing, thus the institution‟s efforts to build and maintain 
relationships with profitable clients, influences the bank‟s critical customer 
retention levels. Therefore, it is important for banks to identify the aspects that 
can influence their relationship marketing strategies. The communication, 
empowerment, personalisation, ethics, fees and technology of banks should be 
adapted according to clients‟ needs in order to ensure effective relationship 
marketing and ultimately high customer retention levels. 
 
Banks should realise that there often exists a difference between the perceptions 
of banking clients and bank employees. Banks should focus on being aware of 
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clients‟ requirements and banking needs, and these institutions should change 
employees‟ and managers‟ perceptions to be in line with client expectations.  
 
Canadian and UK banks are often regarded as leaders in their field and this 
study proved that Canadian banks are leaders in the personalisation of banking 
services. UK banks, on the other hand, are leaders in fee structures. Both 
personalisation and fees have a significant influence on relationship marketing.  
 
Based on the above, this study created new knowledge. All together, the main 
achievements of this study can be categorised into five sections as indicated in 
Table 8.2 below.  
 
Table 8.2: New knowledge created by this study 
 
Number Category of new 
knowledge  
Explanation of new knowledge 
1 Aspects 
important for 
banking clients 
The study revealed six banking aspects that 
influence banks‟ relationship marketing 
strategies. This study proved that fees, ethical 
behaviour and the personalisation of offerings are 
the most important banking aspects influencing 
relationship marketing, according to clients‟ 
viewpoints. In addition, the study showed that 
relationship marketing influences customer 
retention in the banking industry. 
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Number Category of new 
knowledge  
Explanation of new knowledge 
2 Aspects needing 
improvement 
according to 
banking clients 
This study showed that, according to clients, the 
aspects currently needing the most improvement 
in banks are fees and the personalisation of 
offerings. Linking to the above section, it is clear 
that the study identified a gap in practice – what 
clients regard as the most important in bank-
client relationships are currently the worst 
attended to in banks. The study also revealed 
that bank managers‟ and banking clients‟ 
viewpoints differ – according to bank managers, 
fees and communication are the most important 
banking aspects and bank managers are of the 
opinion that no improvements by banks are 
needed in these areas.  
3 Ranking of banks 
in terms of the 
most important 
aspects 
The empirical results of this study indicated that 
Canadian banks are the leaders in terms of the 
personalisation of offerings. In addition, the study 
revealed that UK banks are regarded as the best 
in terms of fee structures.  
4 Practical 
strategies for 
South African 
banks 
The study developed and recommended practical 
strategies for South African banks to improve 
their relationship marketing and to increase their 
customer retention levels. The study provided 
strategies implemented by Canadian and UK 
banks that can possibly be focused on by South 
African banks.  
5 A new model and 
measuring 
instrument 
A good model-of-fit as well as a valid and reliable 
measuring instrument was developed in this 
study. The model and measuring instrument can 
be used for replication purposes in other 
industries.  
 
In summary, if South African banks can focus on the three areas mentioned 
below, these institutions could possibly be more successful: 
 
 Change banking aspects according to clients‟ needs. The bank‟s 
communication methods, employees‟ empowerment levels, the 
personalisation of offerings, the ethical behaviour, the justification of fees 
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and the bank‟s use of technology should be adapted and improved 
according to client preferences; 
 Banks should realise that there is a gap between the perceptions banking 
clients have regarding banks‟ relationship marketing and customer 
retention and the perceptions of bank managers. It is important that bank 
employees ensure that they are informed about clients‟ perceptions and 
that they are knowledgeable about what clients require and expect in 
terms of relationship marketing. If banks can close this gap, the banks‟ 
relationship marketing efforts could improve and ultimately their customer 
retention levels could increase; and 
 South African banks should learn from banks in other countries, for 
example, Canada and the UK, that are regarded as the most successful in 
relationship marketing and that have high customer retention levels. 
Practical strategies can be implemented by South African banks to 
improve their relationship marketing and customer retention. 
 
In effect, the three broad guidelines mentioned above will contribute to the 
satisfaction of banking clients‟ banking needs, retail banks‟ success, the 
competiveness in the banking industry as well as the economic stability and 
prosperity of South Africa.  
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ANNEXURE C: 
Model 1 (Complete model) SEM results 
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GOODNESS-OF-FIT INDICES FOR MODEL 1 (COMPLETE MODEL) 
 
CMIN 
Model NPAR CMIN DF P CMIN/DF 
Default model 132 6837.829 1821 .000 3.755 
Saturated model 1953 .000 0   
Independence model 62 29815.466 1891 .000 15.767 
RMR, GFI 
Model RMR GFI AGFI PGFI 
Default model 1.020 .651 .625 .607 
Saturated model .000 1.000   
Independence model 1.341 .080 .050 .077 
Baseline Comparisons 
Model 
NFI 
Delta1 
RFI 
rho1 
IFI 
Delta2 
TLI 
rho2 
CFI 
Default model .771 .762 .821 .813 .820 
Saturated model 1.000  1.000  1.000 
Independence model .000 .000 .000 .000 .000 
RMSEA 
Model RMSEA LO 90 HI 90 PCLOSE 
Default model .072 .070 .074 .000 
Independence model .166 .165 .168 .000 
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ANNEXURE D: 
Model 2 (Adapted model) SEM results 
 
 
 
 
 
 
 
 
 
 
 
463 
 
GOODNESS-OF-FIT INDICES FOR MODEL 2 (ADAPTED MODEL) 
 
CMIN 
Model NPAR CMIN DF P CMIN/DF 
Default model 119 5491.412 1477 .000 3.718 
Saturated model 1596 .000 0   
Independence model 56 26013.196 1540 .000 16.892 
RMR, GFI 
Model RMR GFI AGFI PGFI 
Default model .978 .687 .661 .635 
Saturated model .000 1.000   
Independence model 1.361 .089 .055 .086 
Baseline Comparisons 
Model 
NFI 
Delta1 
RFI 
rho1 
IFI 
Delta2 
TLI 
rho2 
CFI 
Default model .789 .780 .836 .829 .836 
Saturated model 1.000  1.000  1.000 
Independence model .000 .000 .000 .000 .000 
RMSEA 
Model RMSEA LO 90 HI 90 PCLOSE 
Default model .071 .069 .073 .000 
Independence model .173 .171 .175 .000 
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ANNEXURE E: 
Model 3 (Proposed model) SEM results 
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GOODNESS-OF-FIT INDICES FOR MODEL 3 (PROPOSED MODEL) 
 
CMIN 
Model NPAR CMIN DF P CMIN/DF 
Default model 131 4299.477 1465 .000 2.935 
Saturated model 1596 .000 0   
Independence model 56 26013.196 1540 .000 16.892 
RMR, GFI 
Model RMR GFI AGFI PGFI 
Default model .459 .756 .734 .694 
Saturated model .000 1.000   
Independence model 1.361 .089 .055 .086 
Baseline Comparisons 
Model 
NFI 
Delta1 
RFI 
rho1 
IFI 
Delta2 
TLI 
rho2 
CFI 
Default model .835 .826 .885 .878 .884 
Saturated model 1.000  1.000  1.000 
Independence model .000 .000 .000 .000 .000 
RMSEA 
Model RMSEA LO 90 HI 90 PCLOSE 
Default model .060 .058 .062 .000 
Independence model .173 .171 .175 .000 
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ANNEXURE F: 
Model 1 (Managers complete model)  
SEM results 
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GOODNESS-OF-FIT INDICES FOR MODEL 1 (MANAGERS COMPLETE MODEL) 
 
 
 
CMIN 
 
Model NPAR CMIN DF P CMIN/DF 
Default model 131 3344.045 1465 .000 2.283 
Saturated model 1596 .000 0 
  
Independence model 56 5855.273 1540 .000 3.802 
 
RMR, GFI 
 
Model RMR GFI AGFI PGFI 
Default model .327 .430 .379 .395 
Saturated model .000 1.000 
  
Independence model .709 .091 .058 .088 
 
Baseline Comparisons 
 
Model 
NFI 
Delta1 
RFI 
rho1 
IFI 
Delta2 
TLI 
rho2 
CFI 
Default model .429 .400 .572 .542 .565 
Saturated model 1.000 
 
1.000 
 
1.000 
Independence model .000 .000 .000 .000 .000 
 
RMSEA 
 
Model RMSEA LO 90 HI 90 PCLOSE 
Default model .139 .133 .146 .000 
Independence model .206 .200 .212 .000 
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ANNEXURE G: 
Model 2 (Managers adapted model)  
SEM results 
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GOODNESS-OF-FIT INDICES FOR MODEL 2 (MANAGERS ADAPTED MODEL) 
 
 
CMIN 
 
Model NPAR CMIN DF P CMIN/DF 
Default model 67 920.828 461 .000 1.997 
Saturated model 528 .000 0 
  
Independence model 32 2540.078 496 .000 5.121 
 
RMR, GFI 
 
Model RMR GFI AGFI PGFI 
Default model .343 .558 .494 .487 
Saturated model .000 1.000 
  
Independence model .847 .117 .061 .110 
 
Baseline Comparisons 
 
Model 
NFI 
Delta1 
RFI 
rho1 
IFI 
Delta2 
TLI 
rho2 
CFI 
Default model .637 .610 .779 .758 .775 
Saturated model 1.000 
 
1.000 
 
1.000 
Independence model .000 .000 .000 .000 .000 
 
RMSEA 
 
Model RMSEA LO 90 HI 90 PCLOSE 
Default model .123 .111 .134 .000 
Independence model .250 .240 .260 .000 
 
 
 
